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IN THE MATTER OF THE APPLICATION OF 
COTTONWOOD WATER WORKS, INC. FOR 
APPROVAL OF THE TRANSFER OF ASSETS 
AND FOR CANCELLATION OF THE 
CERTIFICATE OF CONVENIENCE AND 
NECESSITY 

APPLICATION 

Cottonwood Water Works, Inc. (“CWW’ or “Company”) submits this application to the 

Arizona Corporation Commission (“Commission”) for approval of the transfer of assets to the 

City of Cottonwood (“Cottonwood” or “City”) and the Town of Clarkdale (“Clarkdale” 01 

“Town”), and to cancel its Certificate of Convenience and Necessity (“Certificate” or “CC&N”). 

In support of this Application, CWW states as follows: 

I. 

CWW is an Arizona corporation and a public service corporation that provides watei 

service to approximately 4,700 customers in Yavapai County, Arizona, pursuant to authoritj 

granted by the Commission. CWW’s service territory includes Cottonwood, the Town oj 

Clarkdale and the adjacent portions of Yavapai County. 

11. 

Cottonwood is a municipal corporation and is not subject to the jurisdiction of the 

Commission and therefore does not need a CC&N to provide service. Cottonwood is dulj 

authorized by the laws of the State of Arizona, and by virtue of an election held on March 13. 

2001 to construct, purchase, acquire or lease any plant or property devoted to the business 01 
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services renderec lic water utility, either within or without the corporate limits of the 

City, as set forth in A.R.S., section 9-5 11. 

111. 

Cottonwood Municipal Property Corporation (“Cottonwood MPC”) is a non-profii 

corporation organized and existing under Arizona law, which was lawfully formed to assisl 

Cottonwood in acquiring and financing public infrastructure and improvements, including, bur 

not limited to, financing the costs of the acquisition of the privately owned water utility systems 

that serve residents of the City of Cottonwood. 

IV. 

Clarkdale is duly authorized by the State of Arizona, and by virtue of an election held on 

March 14, 2000, to construct, purchase, acquire or lease any plant or property devoted to the 

business or services rendered by a public water utility within the limits of the Town, as set forth 

in ARS. section 9-5 1 1. 

V. 

On August 2, 2005, CWW, Cottonwood, Cottonwood MPC and Clarkdale executed an 

Asset Purchase Agreement (“Agreement”) whereby Cottonwood and Clarkdale, through 

Cottonwood MPC, will acquire the assets of CWW (the “CWW Acquisition”). A copy of the 

Agreement is attached as Exhibit A. 

VI. 

The CWW Acquisition is structured so that Cottonwood MPC will acquire ownership of 

CWW assets, which include real property, equipment and inventory (“Business Assets”). 

Cottonwood, pursuant to a Series 2005 City Purchase Agreement will then simultaneously 

acquire the Business Assets. 

- 2 -  
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VII. 

Cottonwood and Clarkdale have entered into an Intergovernmental Agreement, under 

which pertinent portions of the Business Assets necessary to comprise a water system for the 

Town will be transferred to Clarkdale. 

VIII. 

At a properly noticed meeting, the Mayor and City Council for Cottonwood approved the 

CWW Acquisition. A copy of Cottonwood’s Municipal Resolution No. 2134 is attached as 

Exhibit B, and is incorporated herein by reference. 

IX. 

At a properly noticed meeting, the Mayor and Town Council for Clarkdale approved the 

CWW Acquisition. A copy of Clarkdale’s Town Resolution No. 1154 is attached as Exhibit C, 

and is incorporated herein by reference. 

X. 

The City Council of Cottonwood and the Town of Council of Clarkdale have determined 

that it is in the best interests of the citizens of their respective communities for this water system 

to be municipally owned and operated so that the residents, through their elected representatives, 

will have more direct control over this essential resource. 

XI. 

The CWW Acquisition will benefit the public because the City and Town will 

expeditiously and effectively move to reduce the level of arsenic in their water supplies to levels 

deemed safe by the U.S. Environmental Protection Agency (“EPA”). 

XII. 

The CWW Acquisition will benefit the public because the City and Town will enhance 

fire safety by increasing fire flows and adding booster pumps to certain parts of the system that 

currently lack adequate fire flows to effectively support fire suppression efforts that may someday 

be necessary to safeguard the lives and property of the residents of the communities. 
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incentives for water conservation through the rates and charges assessed for water. 

XIV. 

Pursuant to the terms of the Agreement, any obligations that CWW may have under all 

outstanding main extension agreements will be assumed by the City and Town and honored as 

written. 

xv. 
Pursuant to the terms of the Agreement, CWW is responsible for refunding all customer 

deposits. CWW will refund the remaining balance for the customers’ deposits as a credit to each 

customer’s water bill. 

XVI. 

All communications regarding this Application should be addressed to the following: 

For CWW: 

Deborah R. Scott 
Jeffrey W. Crocket 
Snell & Wilmer L.L.P. 
One Arizona Center 
Phoenix, A2 85004 
drscott@,swlaw.com 
j crockett@,swlaw. com 
602-382-6571 
602-382-6381 

Charles Garrison 
Cottonwood Water Works, Inc. 
1042 Main Street 
Cottonwood, AZ 86526 
cww@,sedona.net 
928-634-5559 

For City of Cottonwood: 

Steven B. Horton, Esq. 
Mangum, Wall, Stoops & Warden, P.L.L.C. 
100 North Elden 
P.O. Box 10 
Flagstaff, A2 86002 rhardy@ci.cottonwood.az.us 

I 
Robert B. Hardy 
City of Cottonwood 
827 North Main Street 
Cottonwood, A2 86326 

shorton@mwswlaw.com 520-634-5526 
928-779-695 1 
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XVII. 

As a result of the CWW Acquisition, CWW will no longer have any facilities or 

customers to serve. Therefore, CWW’s request to cancel its CC&N is reasonable. 

XVIII. 

To be in compliance with the new EPA arsenic standard, it will take several months for 

Cottonwood and Clarkdale to complete the necessary testing and treatment once the sale is 

consummated. In addition, while current interest rates for the financing of the transaction are 

favorable, there are indications of an upward trend. For these reasons an expeditious resolution is 

vital and CWW, Cottonwood and Clarkdale respectfully request that the Commission process this 

matter without a hearing and in an expedited manner. 

CONCLUSION 

The CWW Acquisition is reasonable and in the public interest. The customers of CWW 

will benefit as a result of the transaction in that they will be part of a larger municipal water 

system that has an enhanced ability to fund increasing infrastructure needs driven by technology 

changes and increasingly rigorous water quality and other regulations. For all the above reasons, 

CWW respectfully requests that the Commission expeditiously process this matter without a 

hearing and issue an order approving the sale of CWW assets and canceling CWW’s CC&N. 

Respectfully submitted this 9th day of August, 2005. 

vJeffery W. C r o c k  
One Arizona Center 
400 East Van Buren 
Phoenix, Arizona 85004-2202 
Attorneys for Cottonwood Water Works, Inc. 
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ORIGINAL and 13 copies of the foregoing 
filed this 9th day of August 2005, with: 

Docket Control 
Arizona Corporation Commission 
1200 West Washington 
Phoenix, AZ 85007 

A COPY of the foregoing was hand-delivered 
this 9th day of August 2005, to: 

Lyn Farmer 
Chief Administrative Law Judge 
Hearing Division 
ARIZONA CORPORATION COMMISSION 
1200 West Washington 
Phoenix, Arizona 85007 

Christopher C. Kempley, Chief Counsel 
Legal Division 
ARIZONA CORPORATION COMMISSION 
1200 West Washington Street 
Phoenix, Arizona 85007 

Ernest G. Johnson, Director 
Utilities Division 
ARIZONA CORPORATION COMMISSION 
1200 West Washington Street 
Phoenix, Arizona 85007 

1709130.1 
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ASSET PURCHASE AGREEMENT 

BETWEEN THE 

CITY OF COTTONWOOD MUNICIPAL PROPERTY CORPORATION, 

THE CITY OF COTTONWOOD, THE TOWN OF CLARKDALE 
AND THE 

COTTONWOOD WATER WORKS, INC. 

FOR THE PURCHASE AND SALE 

OF THE BUSINESS ASSETS OF COTTONWOOD WATER WORKS 

THIS ASSET PURCHASE AGREEMENT (this “Agreement”) is entered into 
this 2nd day of August, 2005, by and between COTTONWOOD WATER WORKS, 
INC., an Arizona corporation, (“Seller“), the CITY OF COTTONWOOD 
MUNICIPAL PROPERTY CORPORATION, a non-profit corporation organized and 
existing under the laws of the State of Arizona (“Buyer“), the CITY OF 
COTTONWOOD (“City“), an Arizona Municipal Corporation, and the TOWN OF 
CLARKDALE (“Town”), an Arizona Municipal Corporation. 

RECITALS 

WHEREAS, Seller is the owner of a water works plant and distribution 
system and domestic water utility known as COTTONWOOD WATER WORKS, 
situated in part in the City; in part in the Town; and in part in a nearby 
unincorporated portion of Yavapai County, Arizona; and 

WHEREAS, Seller is the holder of franchises from the City and 
Certificates of Convenience and Necessity issued by the Arizona Corporation 
Commission, which franchises and certificates authorize Seller to engage as a 
public service corporation in the sale of water for commercial and domestic 
uses in the area covered by such franchises and certificates; and , 

WHEREAS, the City desires to own and operate a unified water utility 
system within and without its City limits and the Town desires to own and 
operate a water utility system within its Town limits so that each can provide 
its residents with direct control over the rates, quality, water resources 
management, and other policies and practices relating to the provision of water 
utility service to its residents; and 

WHEREAS, the City of Cottonwood is duly authorized by the laws of the 
State of Arizona, and by virtue of an election duly held on March 13, 2001, to 
construct, purchase, acquire or lease any plant or property or portion thereof 
devoted to the business or services rendered by a public water utility either 
within or without the corporate limits of the City as set forth .in the Arizona 



Revised Statutes, Title 9, Chapter 5, Article 2, Section 9-5 11; and 

WHEREAS, the Town of Clarkdale is duly authorized by the laws of the 
State of Arizona, and by virtue of an election duly held on March 14, 2000,to 
construct, purchase, acquire or lease any plant or property or portion thereof 
devoted to the business or services rendered by a public water utility within the 
limits of the Town as set forth in the Arizona Revised Statutes, Title 9, Chapter 
5, Article 2, Section 9-5 11; and 

WHEREAS, Buyer is a non-profit corporation organized and existing 
under the laws of the State of Arizona which was lawfully formed to assist the 
City of Cottonwood in acquiring and financing public infrastructure and 
improvements including but not limited to financing the costs of acquisition of 
privately owned water utility systems which serve residents of the City of 
Cottonwood in furtherance of the aforesaid goals and objectives of the City of 
Cottonwood; and 

WHEREAS, Buyer desires to and will acquire ownership of the Business 
Assets, as such term is hereinafter defined, within and without the city limits 
of the City of Cottonwood and the town limits of the Town of Clarkdale, it being 
found hereby (i) that it is necessary to acquire all of the Business Assets owned 
by Seller as Seller has indicated that none of the Business Assets may be 
acquired unless all of them are; and (ii) that condemnation of the Business 
Assets is not in the best interests of either the City or the Town; and 

WHEREAS, both the City Council and the Town Council have determined 
that it is in the best interests of the citizens of their respective communities for 
this water system to be publicly owned and operated, so that the people, 
through their elected representatives, may have more direct control over this 
essential resource; so that both communities can expediently and effectively 
move to reduce the level of arsenic - a known carcinogen - in their water 
supplies to levels deemed safe by U.S. Environmental Protection Agency; so 
that the communities can enhance fire safety by increasing fire flows and 
adding booster pumps to certain parts of the system which currently lack 
adequate fire flows to effectively support fire suppression efforts which may 
someday be necessary to safeguard the lives and property of the residents of 
the communities; and so that the communities may institute incentives for 
water conservation through the rates and charges assessed for water; and 

WHEREAS, although water rates and charges for system users in both 
communities will, of necessity, increase substantially over what those users 
now pay for water in order to accomplish these important objectives, the new 
rates and charges for water users in both communities will still be no greater 
than - and in many instances less than - than the rates many other municipal 
water customers throughout the state pay for their water, and further, those 
rates include a charge, which the Seller did not and could not assess, that will 



allow each community to create a pool of funds which will be dedicated to the 
development of future water resources for these two fast growing Arizona 
communities; and 

WHEREAS, the Business Assets, as to be subsequently improved, are 
then to be simultaneously acquired by the City pursuant to a Series 2005 City 
Purchase Agreement (the “Series 2005 City Purchase Agreement”) by and 
between the Buyer and the City, by which the City will agree to purchase the 
Business Assets and certain improvements thereto from the Buyer; and 

WHEREAS, the acquisition of the Business Assets and such 
improvements will be financed through the execution and delivery of certain 
obligations (the “Obligations”) evidencing interests in the Series 2005 City 
Purchase Agreement; and 

WHEREAS, it is hereby determined to be necessary and desirable for the 
Town to acquire title to or interests in such portion of the Business Assets and 
such improvements necessary to comprise a water system for the Town, 
including to serve a portion of the area within the Town and related 
improvements which need to be made thereto, but however that it is 
economically unfeasible for the Town to acquire such plant, property and 
improvements on a commercially reasonable basis; and 

WHEREAS, pursuant to Title 11, Chapter 7, Article 3, Arizona Revised 
Statutes, as amended, the City and the Town may enter into an 
Intergovernmental Utilities Purchase Agreement (the “Intergovenzmentul Utilities 
Purchase Agreement“), as an “intergovernmental agreement” with one another 
to jointly exercise powers common to them; and 

WHEREAS, pursuant to Section 9-407(B), Arizona Revised Statutes, as 
amended, it is hereby determined to be proper, necessary and desirable for the 
City to sell certain parcels of the real property acquired pursuant to the Series 
2005 City Purchase Agreement upon and under which portions of the Business 
Assets as to be improved are to be transferred to the Town of Clarkdale 
pursuant to the Intergovernmental Utilities Purchase Agreement and that the 
acquisition of such portions of the Business Assets pursuant to the Series 
2005 City of Cottonwood Purchase Agreement as part of the acquisition of the 
Business Assets and the simultaneous sale of such portions thereof to the 
Town of Clarkdale pursuant to the Intergovernmental Utilities Purchase 
Agreement will accomplish the public purposes of the City of Cottonwood 
pursuant to the Intergovernmental Utilities Purchase Agreement as the 
Business Assets must be acquired in whole and immediately and it is 
uneconomical for the Town of Clarkdale to acquire the portions being sold to it 
under any other circumstances than those to be provided in the 
Intergovernmental Utilities Purchase Agreement; and 



WHEREAS, as required by such statute, a notice of intent to sell certain 
property as hereinafter described will be published four consecutive times in 
The Verde Independent, a daily newspaper published in Yavapai County; and 

WHEREAS, pursuant to the Intergovernmental Utilities Purchase 
Agreement, the Town will agree to purchase such portion of the Business 
Asse t s  and improvements to comprise a water system for the Town from the 
City simultaneously with the acquisition thereof by Buyer pursuant to this 
Agreement and by the City of Cottonwood pursuant to the Series 2005 City 
Purchase Agreement, the City of Cottonwood being required to agree pursuant 
to the Intergovernmental Utilities Purchase Agreement to finance the 
acquisition of such portion of the Business Assets on behalf of the Town of 
Clarkdale because such portion of the Business Assets is part of the Business 
Assets, all which must be acquired pursuant to this Agreement, and to finance 
improvements thereto on behalf of the Town of Clarkdale because such 
improvements are necessary for such sale to proceed; and 

WHEREAS, the Town will pay, and the City will receive, full consideration 
necessary to pay the costs incurred by the City pursuant to the 
Intergovernmental Utilities Purchase Agreement, and the Intergovernmental 
Utilities Purchase Agreement will effect an essential public purpose required by 
the City to accomplish the purposes of the Series 2005 City of Cottonwood 
Purchase Agreement; and 

WHEREAS, the parties have conducted discussions and negotiations for 
the sale of the Business Assets to Buyer in recognition of Buyer’s interest in 
assisting the City of Cottonwood in its desire to provide public water utility 
service to its residents; and 

WHEREAS, the parties have voluntarily bargained and negotiated in good 
faith to determine the price, terms and conditions of such a sale, which is to be 
consummated through Buyer’s exercise of its borrowing power; and 

WHEREAS, Seller is desirous of selling the Business Assets, but 
excluding certain assets and enumerated liabilities, to Buyer under the price, 
terms and conditions set forth herein; and 

WHEREAS, the Board of Directors of the City of Cottonwood Municipal 
Property Corporation and City Council have by Resolution No. 2072, 
authorized the execution of this Agreement, to which Resolution this 
Agreement is an exhibit; and 

WHEREAS, the Mayor and Council of the City of Cottonwood have by 
Resolution No. 2 134 approved the execution and delivery of this Agreement, to 
which Resolution this Agreement shall be an exhibit; and 



WHEREAS, the Mayor and Council of the Town of Clarkdale have by 
Resolution No. 1154 approved the execution and delivery of this Agreement, to 
which Resolution this Agreement shall be an exhibit. 

AGREEMENT 

NOW THEREFORE, IN CONSIDERATION of the foregoing Recitals, and 
the mutual promises, covenants and agreements hereinafter contained, and 
each act of the parties hereto, the parties agree as follows: 

Section 1. Definitions. 

In addition to the definitions provided within the Recitals, and unless the 
context clearly indicates the contrary, the following capitalized words used in 
the Recitals and below shall have the following meaning: 

Accounts Receivable: Any right for the payment to Seller for services or 
goods provided or rendered, whether or not evidenced by an instrument or 
chattel paper, arising out of or in any way related to the Business prior to 
Closing. Accounts Receivable includes amounts payable for service provided 
on or before the Closing Date whether or not an invoice has been submitted to 
the customer. 

Aid in Construction Agreements: Those line extension agreements and 
meter installation advances between Seller and third parties, as set forth on 
Exhibit “A” attached hereto. 

Agreement: This Asset Purchase Agreement for the purchase and sale of 
the Business Assets. 

Assignments: Those certain documents to be given by Seller to Buyer 
conveying all of its interest in the Contract Rights and any and all franchise 
rights and certificates which are transferable. 

Bill of Sale: That certain document to be given by Seller to Buyer 
conveying all of its interest in and to the Equipment, Inventory and Records. 

Business: That certain business known as Cottonwood Water Works 
currently owned by Seller and engaged as a public service corporation in the 
sale of water for domestic, commercial and other uses in its Certificated Area 
pursuant to its Certificate of Convenience and Necessity issued by the Arizona 
Corporation Commission (ACC), and other related services in connection 
therewith. 

Business Assets or Assets: Collectively, the Real Property, all 
Improvements, Equipment, Inventory, Accounts Receivable, Contract Rights 

I 



(including but not limited to all of Seller’s right, title and interest in a certain 
Water Trust Fund Trust Account administered by Northern Trust Bank of 
Arizona, as more particularly described in the Water Trust Fund Agreement 
dated as of June 1998, and the additional agreements referenced therein) and 
Records owned and used by Seller in connection with the Business and to be 
purchased by Buyer pursuant hereto. 

Buver: CITY OF COTTONWOOD MUNICIPAL PROPERTY 
CORPORATION, a non-profit corporation organized and existing under the laws 
of the State of Arizona. 

Buver’s Address: c/o City Manager, City of Cottonwood, 827 N. Main 
Street, Cottonwood, Arizona 86326. 

Certificates of Convenience and Necessitv: All certain Certificates of 
Convenience and Necessity issued by the Arizona Corporation Commission in 
the Decisions listed in Exhibit “B”, authorizing Seller to engage as a public 
service corporation in the sale of water for domestic, commercial and other 
uses in its Certificated Area. 

Certificated Area: The areas set forth in Exhibit “C” in which Seller is 
permitted to conduct its Business. 

Closing; Closing Date; Date of Closing: That point in time when (a) all of 
Seller’s obligations and Buyer’s obligations hereunder have been fulfilled; (b) 
the Escrow Agent has received all funds, is prepared to disburse the Same in 
accordance with this Agreement and has recorded all of the Transfer 
Instruments; and (c) the Escrow Agent has disbursed all of the sale’s proceeds 
as required by this Agreement. 

Contract Rights: Any and all rights to withdraw funds from a certain 
Trust Account established and administered by the Northern Trust Bank of 
Arizona, N.A. (or any successor Trustee) for the development of new water 
resources to serve customers in the Seller’s Certificated Area; or to have 
services or goods provided to the Business under contract by third persons in 
effect as of Closing. 

Creditors: Any and all persons or entities to whom Seller owes money, 
goods or services. 

EquiDment: Tangible personal property, whether affixed or not to the 
Real Property used in the operation of the water distribution system, which is 
listed in Exhibit “D”. 

Escrow Agent: Yavapai Title Company 
716 S. Main Street 



Cottonwood, A 2  86326 

Improvements: Wells, pumps, tanks, water lines and distribution 
systems, and any other similar property owned by Seller and used in 
connection with the water production and distribution system. 

Inventory: Goods which are held by Seller for the treatment of water or 
otherwise used or consumed in connection with the Business, in the ordinary 
course of operating its Business. 

Non-Terminated Aid in Construction Agreements: Those Aid in 
Construction Agreements which have not been released through conclusion by 
Seller on or before Closing. 

New Connectionlsl: A revenue-producing connection into the water utility 
system requiring a new water meter to be installed. A New Connection is 
considered to have occurred only upon the actual physical installation of a new 
meter at a revenue producing new connection into the water utility system. 
Notwithstanding the foregoing, multi-unit customers (e.g. apartment complexes 
and mobile home parks) shall be deemed to have the number of new 
connections equal to the greater of (i) the number of installed water meters or 
(ii) the number of units, except that no growth premium payments shall be 
owed or made under Section 3.1.2 of this Agreement on account of the 
installation of new, additional, or individual meters at any multi-unit location 
such as an apartment complex or mobile home park receiving water service as 
of June 30,2005. 

Permitted Encumbrances: Those matters of record set forth on Schedule 
B of the preliminary title report on the Real Property and such other matters 
approved in writing by Buyer. 

Propertv or Real Property: All well sites, easements, licenses and other 
real property interests located in the City of Cottonwood, the Town of 
Clarkdale, and in certain unincorporated areas located in Yavapai County, 
Arizona, legally described in Exhibit ”E” attached hereto, including all 
Improvements, fxtures (including wells, pumps, tanks, and water lines) and 
any other rights and appurtenances pertaining thereto which are used by 
Seller in the Business. 

Purchase Price: The sum of ELEVEN MILLION SEVEN HUNDRED AND 
TEN THOUSAND, SIX HUNDRED AND EIGHTY SEVEN DOLLARS 
($11,710,687.00) plus the Growth Premium described in Section 3 of this 
Agreement, which is the total purchase price for the Business Assets. 

Records: All of Seller’s service agreements, service and repair records, 
water treatment records, hydrology and assured water supply studies and 



reports, Department of Water Resources filings and correspondence, customer 
data base information (including master file information, billing histories, and 
complaints), meter reading information, and other related documents arising 
out of or in any way relating to the Business Assets. 

Seller: COTTONWOOD WATER WORKS, INC., an Arizona corporation, 
d/b/a  COTTONWOOD WATER WORKS. 

Seller’s Address: Attn: Charles Garrison, 1042 N. Main Street, 
Cottonwood, AZ 86326 

Title Insurer: Yavapai Title Company 
716 S .  Main Street 
Cottonwood, AZ 86326 

Transfer Instruments: Those instruments customarily required for the 
transfer of the Assets, including, but not limited to: 

(i) Special Warranty Deed(s) to the Property; 

(ii) Affidavit(s) of Value; 

(iii) Foreign Investment in Real Property Tax Act Afidavit(s); 

(iv) Bill(s) of Sale to all personal property; 

(v) Assignments, including without limitation those relating to Seller’s 
Water Rights; 

(vi) Any and all Arizona Corporation Commission and Arizona 
Department of Water Resources consents, approvals, or transfer 
documentation necessary to transfer the Assets to the Buyer; and 

(vii) Any other and additional written assurances or other documents 
reasonably required in connection with the consummation of this 
transaction and the issuance and sale of revenue obligations, the 
proceeds of which will finance the Buyer’s acquisition of the Assets 
under this Agreement. 

Section 2. Conveyance of Business Assets. 

Subject to the conditions and limitations set forth herein, Seller hereby 
agrees to sell and Buyer hereby agrees to purchase the Business Assets. Seller 
agrees to provide Buyer with good and marketable title to the Business Assets, 
and, at Closing to convey such title with a warranty by Seller that the Business 
Assets are not subject to any security interests, liens or encumbrances except 



Permitted Encumbrances. Except as otherwise specifically provided herein, the 
Business Assets are being conveyed “as is.” 

2.1 Eauipment, Inventory. and Records. The Equipment, Inventory 
and Records shall be conveyed at  Closing by the execution and delivery by 
Seller of the Bill of Sale. 

2.2 Contract Rihts. To the extent that any person shall be required 
to consent to the transfer of Contract Rights (including but not limited to 
Seller’s rights in the Water Trust Fund Account more particularly described 
elsewhere in this Agreement), then Seller shall obtain that consent in writing as 
a condition of Closing. 

2.3 Real Property. Conveyance of the Property shall be by special 
warranty deed, subject only to Permitted Encumbrances. 

2.3.1 Title Insurance. A s  soon as practicable, Seller shall cause 
Escrow Agent to deliver to Buyer, City, Town and Seller a current 
preliminary title report on the Property disclosing all matters of 
record (“Title Report”), together with legible copies of all 
instruments of record referred to therein. The Title Report shall 
include a commitment from the Title Insurer to issue to Buyer, the 
City of Cottonwood, and the Town of Clarkdale at Closing an ALTA 
standard coverage owner’s policy of title insurance in the amount 
of $753,000.00 (Seven Hundred and Fifty Three Thousand Dollars) 
(“Title Policy”) in form and content acceptable to Buyer, City and 
Town. The cost of the standard owner’s policy shall be paid 50% by 
the Seller and 50% collectively by the Buyer, City and Town. All 
costs for extended title coverage shall be paid collectively by the 
Buyer, City and Town. 

2.3.2 Title Review. 

(a) Buyer, City and Town shall have fifteen (15) days from the date 
of delivery of the Title Report and copies of all instruments of 
record referred to therein (the “Title Review Period”) to approve or 
disapprove of the condition of the title shown in the Title Report, 
and to approve or disapprove of the form and content of the Title 
Policy. If Buyer, City or Town fails to give written notice of such 
approval or disapproval to Seller and Escrow Agent within the Title 
Review Period, then Buyer, City or Town shall be deemed to have 
approved the status of title to the Property and to have forever 
waived this condition. 

(b) Notwithstanding anything herein to the contrary, if at any time 
after the issuance of the original Title Report, Escrow Agent or Title 



Insurer issues any new or amended preliminary title reports or title 
documents, Buyer, City and Town shall have fifteen (15) additional 
days from the date of delivery thereof within which to notify Escrow 
Agent and Seller in writing of Buyer’s, City’s or Town’s disapproval 
of any additional title exceptions, defects or other matters shown 
therein, and the Title Review Period shall be automatically 
extended by an equal period of time. If Buyer, City or Town fails to 
give notice of objection to any matter set forth in any new or 
amended preliminary title reports or title documents within the 
fifteen (15) day period, then Buyer, City or Town shall be 
conclusively deemed to have approved such matters and to have 
forever waived this condition. 

(c) If Buyer, City or Town timely gives notice specifying in 
reasonable detail its objection to any matters contained in the Title 
Report or any new or amended report, Seller may elect to attempt 
to cure such matters to Buyer’s, City’s, and Town’s reasonable 
satisfaction. Seller must then provide Buyer, City and Town notice 
of its intent to cure or not to cure within five (5) days of receiving 
the objection. If Seller does not cure such matters within fifteen 
(15) days of receiving such notice, then Buyer, City or Town may 
waive such objections and proceed with the Closing, accepting title 
to the Property subject to all such matters, or terminate this 
Agreement by giving notice to Seller and Escrow Agent of the 
failure of this condition within five (5) days after the end of Seller’s 
fifteen (15) day period. If Buyer, City or Town fails to give such 
notice of termination to Seller and Escrow Agent within such five 
(5) days, and provided that Seller has complied with its obligation 
to notify Buyer of its intent to cure or not to cure any matters to 
which Buyer, City or Town have taken exception, then Buyer, City 
or Town shall be conclusively deemed to have forever waived this 
condition and any such objections and to proceed with the Closing, 
accepting title to the Property subject to all matters. Nothing in 
this Agreement shall be deemed to create any obligation on the 
part of Seller to cure any matter objected to by Buyer, City or 
Town. 

2.3.3 Condition of Title. Seller shall preserve title to the Property 
and at the time of closing shall deliver the Property in as 
good condition with respect to title as of the date of the Title 
Report, except to remove an objectionable item. 

2.4 Limitations. The purchase of the Assets pursuant hereto shall not 
constitute a purchase of Seller by Buyer nor render Buyer a successor in 
interest to Seller, except with respect to Seller’s right, title and interest in the 
Water Trust Fund Account more particularly described elsewhere in this 



Agreement. This Agreement is limited to the purchase and sale of the Business 
Assets (which assets include Seller’s rights in the Water Trust Fund Account), 
and Buyer, except as otherwise provided herein, is not assuming any liabilities 
of Seller with respect to the Assets or the Business which may exist at any time 
prior to their transfer hereunder. 

Section 3. Purchase Price. 

3.1 Total Purchase Price. Buyer agrees to pay Seller as the total 
Purchase Price for Seller’s interest in the Business Assets, the sum of ELEVEN 
MILLION SEVEN HUNDRED AND TEN THOUSAND, SIX HUNDRED AND 
EIGHTY SEVEN DOLLARS ($1 1,710,687.00), plus a Growth Premium, payable 
as follows: 

3.1.1 Cash at Closing. Buyer shall deposit the sum of ELEVEN 
MILLION SEVEN HUNDRED AND TEN THOUSAND, SIX 
HUNDRED AND EIGHTY SEVEN DOLLARS 
($1 1,7 10,687.00), in cash or other certified funds, at Closing 
(subject to adjustment as set forth herein). 

3.1.2 Growth Premium. In addition to the amount paid as Cash at 
Closing under Section 3.1.1, City and Town agree to pay to 
Seller a premium of One Thousand Five Hundred Dollars 
($1,500.00) per New Connection made from within Seller’s 
Certificated Area from July 1, 2005, through the seventh 
anniversary of the Closing Date, as apportioned between 
them (the “Growth Premium”), provided, however, that this 
section shall not be construed to create a duty on the part of 
either the City or Town to make Growth Premium payments 
due from the other. Seller acknowledges that the City has 
acquired and may further acquire other water utilities to 
form a unified water utility system and that Seller shall have 
no right to any form of premium or other payment for New 
Connections made by the City outside of the Certificated 
Areas transferred under this Agreement. Growth Premium 
payments due on account of New Connections established 
during the seven year period beginning on the Closing Date 
shall be made to Seller, or its assigns, by the City or the 
Town, as applicable, within thirty (30) days following the 
calendar quarter in which the New Connection was made; 
while Growth Premium payments due on account of New 
Connections established between July 1, 2005, and the 
Closing Date shall be paid at  closing, as set forth in Section 
3.1.4 below. 

On the tenth (lo*) day of each calendar quarter following the 



Closing Date and until the final Growth Premium payment is 
made, the City and Town shall provide Seller with the City’s and 
Town’s then current customer list within the Certificated Areas. 
Upon receipt of such lists, Seller may, upon two (2) business days’ 
prior written notice, audit the books and records of the City, Town 
or both, to the extent they are applicable to the number of New 
Connections to be included in the Growth Premium and the 
payment by the City or Town of the Growth Premium. Seller’s costs 
of such audit shall be borne by Seller unless the results of the 
audit determine that the prior Growth Premium payments by the 
City or Town are $10,000.00 or more below the amount of the 
Growth Premium that should have been paid to Seller over the 
course of the four quarters immediately preceding the audit, in 
which case the costs of the audit shall be paid by the City and 
Town in proportion to the percentage of the underpayment each 
entity is responsible for causing. In any event, the City or Town, 
as applicable, shall immediately pay Seller any and all unpaid 
amounts discovered by the audit plus interest at the rate of eight 
percent (8%) per annum on the amount of such underpayments. If 
the City or Town disputes the results of any such audit, the parties 
will use reasonable efforts to negotiate a prompt resolution to such 
dispute. 

Notwithstanding any other provision in this Agreement, Seller 
specifically acknowledges and agrees that growth premium 
payments allocable to the City or the Town shall be considered the 
sole and separate obligations of each, and there shall be no 
recourse of any kind or nature whatsoever against either one for 
growth premium payments due from the other. 

3.1.3 Assumption of Obligations. In addition to any and all 
amounts paid to Seller pursuant to Sections 3.1.1 and 3.1.2, 
Buyer, City and Town agree to assume the obligations of 
Seller under all Non-Terminated Aid in Construction 
Agreements as set forth in Exhibit A hereto from and after 
the Closing Date. The obligations of Seller under such 
agreements accruing between July 1, 2005, and the Closing 
Date shall also be assumed by Buyers; however, these 
amounts shall be credited to Buyers at closing under Section 
3.1.4. 

3.1.4 Purchase Price Adjustment. The Purchase Price shall be 
adjusted as of the Closing Date as follows: 

(A) The Purchase Price shall be increased by 



the amount of any Accounts Receivable due as of the 
actual date of closing, discounted by an agreed upon 
allowance for doubtful accounts; 

the amount of those capital expenses incurred 
between January 27, 2005 and June 30, 2005, as 
specifically set forth in Exhibit F hereto; 

the amount of any capital expenditures made between 
June 30, 2005 and the Closing Date, but only if 1) 
such expenses are or were reasonably necessary to 
operate or maintain the system; and 2) the Company 
provides or has provided written notice to Buyer of 
such expenses by the tenth day of the month following 
the month in which such expenses were incurred; 

Growth Premium payments in the amount of $1500.00 
for each New Connection established from July 1, 
2005,through 11:59 P.M. on the day before the Closing 
Date. 

(B) The Purchase Price shall be decreased by 

(i) the amount of any trade payables assumed by Buyer, 
City and Town; 

(ii) An amount equal to the prorated amount of Seller’s 
obligations to third parties under outstanding Advance 
in Aid of Construction Agreements between July 1, 
2005 and the Closing Date; and 

(iii) an amount equal to the funds advanced to Seller by 
third parties under Advance in Aid of Construction 
Agreements up to the Closing Date but not yet 
expended for the specific purposes contemplated by 
those Agreements, in which case the Buyers shall 
assume the obligations contemplated by those 
Agreements. 

3.1.5 Closing Date Calculations. The Seller shall calculate the 
Purchase Price adjustment pursuant to Section 3.1.4 and 
deliver such calculations (the “Closing Date Calculations”) to 
Buyer ten (10) business days before the Closing Date. Seller 
may provide updated calculations if Closing is delayed. A 
good faith estimate of the Closing Date Calculations shall be 
provided to Buyer forty-five (45) days before the Closing 



Date. The Closing Date Calculations shall state in 
reasonable detail the nature and extent of every such item 
contained therein. Buyer, City and Town and their respective 
representatives shall have the right to review such 
determinations. If Buyer, City or Town disagrees with the 
Closing Date Calculations, Buyer, City or Town shall give 
written notice of the objection to Seller, specifying in 
reasonable detail the nature and extent of such objection. 
Buyer, City, Town and Seller shall promptly attempt to 
resolve such objection and, if necessary, the Closing shall be 
delayed pending resolution of the objection. If the parties 
are unable to resolve the objection, Seller, Buyer, City or 
Town shall have the right to terminate this contract in full by 
providing written notice to each of the other parties and to 
the Escrow Agent. 

Section 4. Redatow Contingienw. 

4.1 Contingencies. Buyer’s obligations under this Agreement are 
contingent upon Seller obtaining the approval of the Arizona Corporation 
Commission for the sale of Seller’s Business Assets, and the written consent of 
the Director of the Arizona Department of Water Resources to the assignment 
of all of Seller’s right, title and interest in the Water Trust Fund Account more 
particularly described elsewhere in this Agreement to the City and Town. 
Closing under this Agreement shall not occur until all approvals as are legally 
required have been obtained and placed in Escrow. Seller shall bear all costs 
associated with complying with these requirements. Buyer’s obligations under 
this contract are also contingent upon the successful sale, execution and 
delivery of the Obligations. In addition, if the Arizona Corporation Commission 
imposes conditions or requirements that are not satisfactory to Seller, Buyer, 
City or Town, such party may terminate this Agreement, by so notifying the 
other parties to this Agreement in writing within five business days of receiving 
notice of such unacceptable condition or requirement. 

Section 5. Representations and Warranties. 

5.1 Seller’s Remesentations. 

Except as otherwise set forth in this Agreement, and in addition to all 
other covenants, warranties and representations of Seller herein, Seller 
hereby represents and warrants to Buyer and the City and Town, as the 
ultimate purchasers, the following: 

5.1.1 Seisin. Seller is the owner of and has good and marketable 
title to the Business Assets to be conveyed hereunder. This 
warranty does not apply to any Real Property covered by the 



Title Policy. Although the parties acknowledge that the 
Seller does not have easements for its entire system,,Seller 
warrants that this has not had a material adverse effect on 
its operations, and further warrants that it has no reason to 
believe that Buyers’ experience will be materially different 
from Seller’s experience in this regard. 

5.1.2. Disclosed Agreements. Except for this Agreement, Seller 
has entered into no agreement currently in effect to sell the 
Business Assets. In addition, to the actual knowledge of 
Seller, its oficers and directors, there are no unrecorded 
leases, options, licenses, easements for the benefit of third 
parties, or other agreements that would affect, impair, or 
limit the use of the Business Assets. 

5.1.3. Liabilities. There are no judgments, liens, actions or 
proceedings pending against Seller or the Business Assets 
which would adversely affect this transaction or the title 
which Buyer, City or Town will receive, other than as set 
forth in the Title Report. 

5.1.4. Liens. Prior to the Closing, Seller shall have paid in full, or 
provided bonds therefor, all contractors, subcontractors, 
laborers, materialmen, and all other parties having lien 
rights in connection with any work, if any, performed on the 
Property or affecting the Property (other than by or on 
behalf of Buyer, City or Town) for which any lien right may 
exist, and Seller shall have paid in full and removed any 
and all debts and monetary obligations encumbering the 
Property whether or not recorded or specified as an 
encumbrance or exception to title on the preliminary title 
report or final title policy, provided Seller, its officers or 
directors have actual knowledge of such encumbrance. No 
judgments, liens, security interests or other monetary 
obligations against the Business Assets will be outstanding 
at the time of Closing, except Permitted Encumbrances and 
current real estate taxes which are not yet due and payable. 

5.1.5. Labor, Materials. All bills and invoices for labor and 
materials furnished to or on behalf of the Business Assets 
which have been incurred by Seller prior to the time of 
conveyance and transfer to Buyer, if any, will be paid by 
Seller. 

5.1.6. Proceedings. There are no actions or proceedings by any 
person or governmental entity pending or, to the actual 



5.1.7. 

5. 

knowledge of Seller, its directors or officers, threatened, 
which might materially and adversely affect the Business 
Assets. However, the parties acknowledge that Seller’s 
interest in water withdrawn from its wells (“Water Rights”) 
is subject to certain legal proceedings to determine the 
scope, extent and validity of the rights to use the waters of 
the Gila River watershed, captioned In re General 
Adjudication of All Rights to Use Water in the Gila River 
System and Source, Maricopa County Cause Nos. W-1, W- 
2, W-3 and W-4 (consolidated), together with various 
proceedings before a special master and interlocutory 
appeals pending before the Arizona Supreme Court 
(Collectively, the “Gila River System Adjudication”). Except 
as provided in Section 5.1.17, neither Seller nor any of its 
directors or officers has received any notice from any city, 
county or state authority or other political, governmental, or 
quasi-governmental authority or subdivision having 
jurisdiction over the Real Property requiring or specifying 
that any work be done to the Real Property in order to allow 
the operation of the Business Assets as a serviceable water 
utility. 

No Breach. Neither the execution and delivery of this 
Agreement nor the consummation of the transaction 
contemplated by this Agreement will result (either 
immediately or after the passage of time and/or the giving 
of notice) in a breach or default by Seller under any 
agreement or understanding to which Seller is a party or by 
which Seller may be bound or which would have an effect 
upon Seller’s ability to fully perform its obligations under 
this Agreement. Subject to the approval of Seller’s 
shareholders, which will be sought as soon as practicable 
after the execution and delivery of this Agreement, the sale 
of the Assets and the execution and delivery of this 
Agreement has been fully authorized and is permitted 
under the Articles of Incorporation and Bylaws of the Seller. 

.8. No Bankruptw. Seller has not (a) made a general 
assignment for the benefit of creditors, (b) filed any 
voluntary petition or suffered the filing of an involuntary 
petition by Seller’s creditors, (c) suffered the appointment of 
a receiver to take all, or substantially all, of Seller’s assets, 
(d) suffered the attachment or other judicial seizure of all, 
or substantially all, of Seller’s assets, or (e) admitted in 
writing its inability to pay its debts as they fall due, and to 
the actual knowledge of Seller, its officers and directors, no 



such action is threatened or contemplated. 

5.1.9. Regulations. Except as provided in Section 5.1.17, neither 
Seller nor any of its officers or directors have received notice 
of any violations of any applicable zoning regulation, law, 
order, ordinance, rule, requirement, covenant, condition or 
restriction affecting or relating to the use or occupancy of 
the Property from any governmental agency having 
jurisdiction over the Business Assets or from any other 
person entitled to enforce the same. 

5.1.10.Permits. To the actual knowledge of Seller, its officers, 
directors, Seller has all permits, licenses, authorizations 
and approvals required by law or any governmental agency 
to conduct the Business. 

5.1.11.Condemnation. There are no pending or, to the actual 
knowledge of Seller, its officers and directors, threatened 
condemnation or eminent domain proceedings which would 
affect the Business Assets. 

5.1.12.Accuracy. None of the representations or warranties made 
by Seller in this Agreement, nor any certificate or schedule 
furnished or to be furnished to Buyer, City or Town 
pursuant to this Agreement contains, or will as of the 
Closing Date contain, any untrue statement of material fact. 
The Seller covenants that between the date of the execution 
of this Agreement and Closing that Seller shall not take any 
action that will cause the representations and warranties 
made herein to be untrue as of Closing. 

5.1.13. Creditors. Within thirty (30) days following Closing, except 
as set forth in Section 7, all bills and invoices for goods and 
services related to or which are a part of the Business 
Assets, if any, shall be paid by Seller; all creditors shall be 
paid by Seller; all employees (if any) and salaries, wages, 
bonuses, vacation pay and benefits accrued up to the date 
of Closing shall be paid by Seller; all withholdings, payroll 
taxes, unemployment insurance, worker’s compensation 
benefits, and all other similar payments shall be paid 
current to the date of Closing by Seller; and no claims by 
Creditors shall exist which may encumber the Business 
Assets. 

5.1.14. Organization. Seller has been duly formed and presently 
exists as an Arizona corporation, and has the full right and 



authority to enter into this Agreement, to consummate the 
sale contemplated herein and to observe and perform all of 
its covenants and obligations hereunder. The person or 
persons executing this Agreement and any other document 
required hereby has or shall have full authority to act on 
behalf of and to bind the Seller in and to the obligations 
imposed on it by this Agreement, subject to the approval of 
Seller’s shareholders, which will be sought as soon as 
practicable after the execution and delivery of this 
Agreement. 

5.1.15. Commissions. Seller has made no agreements respecting 
commissions or brokerage fees in connection herewith. 

5.1.16.Arizona Department of Water Resources (“DWR”1. There are 
no proceedings involving Seller currently pending before, or 
to the actual knowledge of Seller, its Directors and Officers, 
threatened by the Arizona Department of Water Resources. 
Before Closing, Seller shall obtain the written consent of the 
Director of DWR to the assignment of all of Seller’s right, 
title and interest in the 1998 Water Trust Fund Agreement 
administered by Northern Trust Bank of Arizona (or any 
successor Trustee) to the City and Town. 

5.1.17. Environmental Regulations. In addition to all other 
covenants, warranties and representations of Seller herein, 
Seller, to the extent of the actual knowledge of Seller, its 
officers and directors, hereby represents and warrants to 
the Buyer, City and Town that it has received no notice of 
noncompliance with or violation of any applicable Federal 
and State environmental, health and safety law and/or 
regulation, other than two notices from the Arizona 
Department of Environmental Quality dated June 30,2005, 
concerning the Company’s failure to perform and report on 
Maximum Residual Disinfection Levels (MRDL’s) and 
Disinfection Byproducts (DBP’s), copies of which have been 
provided to Buyer, City and Town. 

5.1.18.Governmental Approvals. N o  approval, permit, consent, 
authorization or order of any court or any governmental or 
public agency, authority or person not already obtained or 
to be obtained by Closing is required for the sale of the 
Business Assets by Seller to Buyer, City and Town. 

5.1.19.No Free Service. No free water or service has been agreed to 
between Seller and any third party, whether public or 



private that will not terminate on or before the Closing. 

5.1.20.Renistration of Wells. To the actual knowledge of Seller, its 
directors and officers, all of the water wells included in the 
Business Assets are properly registered with the DWR. 

5.1.21.Radon. To the actual knowledge of the Seller, its officers 
and directors, there is no Radon gas contamination of any 
part of the Property. 

5.1.22.No Protected Sites. To the actual knowledge of the Seller, its 
officers and directors, there are no sites of historical or 
archaeological importance on the Property that in any way 
would impede, curtail, limit or restrict the operation of the 
Property or any other Business Asset. 

5.1.23.Hazardous Substances. To the actual knowledge of the 
Seller, its officers and directors, the Real Property has never 
been utilized for treatment, storage, or disposal of 
hazardous substances or wastes or petroleum products. 
Seller has not received notice of any violations of any local, 
state or federal statutes or laws governing the generation, 
treatment, storage, disposal, or clean-up of hazardous 
substances, including, without limitation, under the 
Arizona Environmental Quality Act of 1986, the Toxic 
Substance Control Act of 1976, or the Resource 
Conservation and Recovery Act of 1976, as they have been 
amended from time to time. 

5.1.24.Utilities. To the actual knowledge of the Seller, its officers 
and directors, and to the extent necessary for the current 
operation of the Business and the Business Assets, water, 
sewer, telephone, and electrical facilities are presently 
installed in, to or on the Property. 

5.1.25 Water and Related Rights. Subject to the Gila River 
System Adjudication and to the actual knowledge of 
Seller, its directors and officers, Seller has all necessary 
Water Rights required for the current operation of the 
Business Assets. 

5.1.26 Collectible Accounts. For any and all Accounts Receivable 
to be transferred to Buyer under this Agreement, Seller 
represents and warrants that all such accounts are 
collectible subject to non-payment by customers at a rate 
consistent with prior experience. 



5.1.27 Inventory. The Inventory is located at  the Seller’s main 
office and the Cherry Street yard. No part of the Inventory 
has been consigned to others. 

5.1.28 Warranties to Others. Seller has not given or made any 
express warranties to third parties with respect to any 
products sold or services performed by the Seller. The 
Seller has no knowledge of any state of facts or the 
occurrence of any event forming the basis of any present 
or potential claim against the Business Assets for liability 
due to any express or implied warranty. 

5.2 Buver’s Representations. 

Buyer hereby represents to Seller as follows: 

5.2.1 Authoritv. Buyer has been duly formed and presently exists 
as a non-profit corporation under the laws of the state of Arizona, 
and the execution of this Agreement and the performance of 
Buyer’s obligations hereunder have been duly authorized by all 
proper and necessary actions, and do not violate any applicable 
governmental statute, rule, regulation, ordinance, contract or other 
restriction. The person executing this Agreement and any other 
documents required hereby has full authority to act on behalf of 
and to bind the Buyer in and to the obligations imposed on it by 
this Agreement. 

5.2.2 Commissions. Buyer has made no agreements respecting 
Commissions or brokerage fees in connection herewith. 

Section 6. Indemnification. 

6.1 Seller. 

Seller shall indemnify, defend and hold Buyer, City and Town, and their 
agents, officers, employees and representatives harmless against and in respect 
Of: 

6.1.1 The inaccuracy of any of the representations or warranties of 
the Seller contained in this Agreement, or any of the agreements, 
certificates, documents, or exhibits delivered in connection with 
this Agreement; and 

6.1.2 The failure to comply with, or the breach or default by Seller 
of any of the covenants, warranties or agreements made by 



the Seller contained in this Agreement or any of the 
agreements, certificates, documents, or exhibits delivered in 
connection with this Agreement; and 

6.1.3 All actions, suits, proceedings, demands, claims, 
assessments, judgments, costs and expenses incident to any 
of the foregoing or any obligations or liabilities incurred by 
Seller prior to the date of Closing that are not assumed 
hereunder. 

Notwithstanding anything in this Agreement to the contrary, Seller 
shall not be responsible for any damages or losses that accrue or 
arise after the Closing Date to the extent that they result from the 
continuation by the Buyer, the City or the Town of any policy, 
procedure or business practice (including but not limited to those 
related to health, safety, environmental and regulatory) used or 
employed by the Seller prior to the closing date. 

6.2 Notice of Claim. Buyer, City or Town shall promptly notify Seller 
in writing of any claim, act or notice which could give rise to a claim of 
indemnification under this Agreement. Neither Buyer, City or Town shall 
settle, pay, or confess judgment with regard to such claim if Buyer, City or 
Town receives from Seller, within fifteen (15) days after the notice of claim, a 
written statement from Seller that it will diligently defend the claim. If Seller 
desires to contest the claim, it shall do so at its sole cost and expense, without 
reimbursement from Buyer, City or Town, and shall keep Buyer, City or Town 
informed of the defense, as reasonably required by the applicable entity. If 
Seller shall fail to successfully contest a claim as provided for above; pay a 
claim or final judgment rendered against it; or remove any lien or attachment 
within ten (10) days after imposition, then Buyer, City or Town may, but will 
not be obligated to, pay any such claim, judgment or lien. In the event of such 
payment by Buyer, City or Town, the paying party shall be entitled to an offset 
in the amount so paid by that party, plus actual attorneys’ fees, costs, and 
interest at the legal rate in connection therewith. In the event Buyer, City or 
Town claims any such offset hereunder, the claiming party shall so notify Seller 
in writing. Any amount due Buyer, City or Town not paid by such offset shall 
be immediately due and payable by Seller. This provision shall survive Closing. 

6.3 Limitations on Indemnification. If the Closing occurs, Seller shall 
be liable pursuant to Section 6 only if the Buyer, City or Town notifies the 
Seller of the claim, specifying the factual basis of the claim in reasonable detail 
to the extent then known by the notifying party, on or before the date that is 
six months after the Closing Date. Seller shall have no liability, for 
indemnification or otherwise, with respect to claims arising under Section 6 
until the total losses with respect to such matters exceeds Two Hundred and 
Fifty Thousand Dollars ($250,000.00). The aggregate liability of the Seller for 



all claims or losses shall not exceed Seven Hundred and Fifty Thousand Dollars 
($750,000.00). Seller shall make assets available sufficient to satisfy its 
obligations under this Section 6 for six months following the Closing Date. The 
rights and remedies of the Buyer, City and Town for money damages under this 
Section 6 are exclusive and in lieu of any and all rights and remedies that the 
Buyer, City and Town may have under this Agreement or under applicable law 
for any money damages. 

6.4 Buyer. 

To the extent permitted by applicable law, Buyer, City and Town shall 
indemnify, defend and hold Seller harmless against and in respect of: 

6.4.1 Any costs, expenses, damages or deficiencies resulting from 
any misrepresentation, breach of warranty or nonfulfillment of any 
agreement on the part of Buyer, City or Town hereunder or from 
any misrepresentation in or omission from any certificate or other 
instrument furnished or to be furnished to Seller by Buyer, City or 
Town under this Agreement. 

6.4.2 Seller shall promptly notify Buyer in writing of any claim, act 
or notice which could give rise to a claim of indemnification under 
this Agreement. Seller shall not settle, pay or confess judgment 
with regard to such claim if Seller receives from Buyer, City or 
Town within fifteen (15) days after the aforesaid notice of such 
claim a statement in writing by Buyer, City or Town that Buyer, 
City or Town will diligently defend the claim. If Buyer, City or Town 
desires to contest the claim, it shall do so at its sole cost and 
expense without reimbursement from Seller and shall keep Seller 
advised as to the status of the defense as reasonably required by 
Seller. If Buyer, City and Town shall fail to successfully contest a 
claim as provided for above; pay a claim or final judgment rendered 
against it; or remove any lien or attachment within ten (10) days 
after imposition, then Seller may, but shall not be obligated to, pay 
any such claim, judgment or lien. In the event of such payment by 
Seller, the amount of such payment plus costs, and actual 
attorneys’ fees together with interest thereon at the legal rate per 
annum shall be paid by Buyer, City and Town to Seller within 
thirty (30) days. This provision shall survive Closing. 

Section 7. Aid in Construction Agreements. 

7.1 Seller’s Responsibilitv. 

7.1.1 Seller shall be responsible for satisfying all Aid in 
Construction Agreements it is required to satisfy prior to Closing, 



in accordance with the terms of such agreements and any 
requirements established by the Arizona Corporation Commission. 
This includes paying liabilities that arose under all such 
agreements through June 30, 2005, and crediting Buyer, City and 
Town for liabilities arising under all such agreements between July 
1, 2005 and the Closing Date, as more particularly described in 
Section 3.1 of this Agreement. 

7.1.2 In the event there are any Non-Terminated Aid in 
Construction Agreements which have not been satisfied and 
released, Buyer, City and Town shall honor such agreements as 
written, all as described in Section 3.1.3. 

Section 8. Escrow Agent. 

8.1 Closing Agent. 

The Escrow Agent shall serve as the Closing agent for this transaction. 

8.2 Deliverv of Transfer Instruments. 

The Transfer Instruments and any other documents required by this 
Agreement or applicable laws shall be placed by the parties into escrow 
with the Escrow Agent and shall be delivered to the appropriate party 
upon Closing. 

Section 9. Closing Date. 

9.1 Date of Closing. The Closing of this sale shall take place on or 
before the later of (a) 45 days after Arizona Corporation Commission approval 
of this transaction; or (b) 45 days after the Director of the Arizona Department 
of Water Resources gives his or her written consent to the assignment of 
Seller’s rights in the Water Trust Fund Account more particularly described 
elsewhere in this Agreement. In the event the parties wish to extend the 
Closing Date, they may do so provided a written instrument is executed by the 
parties and delivered to the Escrow Agent setting a new date for Closing. The 
new Closing Date shall also be the new date for pro-ration under Section 12. 

9.2 Conditions Precedent to Buyer’s Obligations to Close. In addition to 
the conditions precedent described elsewhere in this Agreement, the obligations 
of Buyer to consummate the transactions contemplated hereby are subject to 
each of the following conditions precedent being fulfilled on or prior to the 
Closing Date including, as applicable by Seller, or written waiver by Buyer, City 
and Town thereof: 



9.2.1 Representations and Warranties. Each and every 
representation and warranty made by Seller herein shall be true 
and correct in all material respects when made and shall be true 
and correct in all material respects as if originally made on and as 
of the Closing. 

9.2.2 Seller’s Obligations Performed. All obligations of Seller to be 
performed hereunder through and including the Closing Date 
(including, without limitation, all obligations which Seller would be 
required to perform at the Closing if the transactions contemplated 
hereby were consummated) shall have been performed in all 
material respects. 

9.2.3 Consents. All of the consents and approvals required under 
this Agreement shall have been obtained and, to the extent 
licenses, authorities or permits held by Seller do not remain in 
effect after the Closing, Buyer, City or Town has either been able to 
obtain licenses, authorities and permits to be able to operate the 
Business Assets on substantially the Same terms as such licenses, 
authorities and permits were originally issued to Seller or has 
obtained binding commitments from the applicable authorities to 
issue such licenses, authorities and permits to the City and Town 
following the Closing. 

9.2.4 No Suit, Proceeding or Investigation. N o  suit, proceeding, 
inquiry, or investigation shall have been commenced or threatened 
by any governmental authority or private person on any grounds to 
restrain, enjoin, or hinder, or to seek damages on account of, the 
consummation of the transactions contemplated herein. 

9.2.5 ACC Determination. The City of Cottonwood shall have 
received a determination by the Arizona Corporation Commission 
substantially to the effect that, following the consummation of the 
transactions contemplated herein, the operation of the Business 
Assets will no longer be subject to regulation by the Commission. 
9.2.6 Opinion of Counsel. Buyer, City and Town shall have 
received an opinion of Snell 8r; Wilmer L.L.P., counsel to Seller, 
dated as of the Closing Date in form and substance satisfactory to 
the Buyer, City and Town and their counsel, which is substantially 
identical to the form attached hereto as Exhibit G. 

9.2.7 Other Documents. Without limitation by specific 
enumeration of the foregoing, provision by Seller of all other 
documents reasonably required to consummate the transaction 
herein contemplated including, without limitation, all documents 
and instruments reasonably requested by Buyer, City or Town in 



order to assure themselves that the City or Town will receive good 
title to the Business Assets free and clear of all liens, claims, 
charges, liabilities, encumbrances, and security interests of 
whatsoever kind and nature. 

9.3 Conditions Precedent to Seller’s Obligation to Close. In addition to 
the conditions precedent described elsewhere in this Agreement, the obligation 
of Seller to consummate the transactions contemplated hereby are subject to 
each of the following conditions precedent being fulfilled on or before the 
Closing Date including, as applicable to Buyer, City or Town, or written waiver 
of Seller thereof: 

9.3.1 Representations and Warranties. Every representation and 
warranty made by Buyer, City or Town herein shall be true and 
correct in all material respects when made and on and as of the 
Closing. 

9.3.2 Buver’s Obliaations Performed. All obligations of Buyer to be 
performed hereunder through and including the Closing Date, 
including without limitation, all obligations which Buyer would be 
required to perform at the Closing if the transactions contemplated 
hereby were consummated, shall have been performed in all 
material respects. 

9.3.3 Shareholder Approval. This Agreement and the transactions 
contemplated herein shall have been approved by the Seller’s 
shareholders. 

9.3.4 ODinions of Counsel to Citv and Town. Seller shall have 
received opinions from Counsel to the City and Town in a 
form substantially identical to the form attached as Exhibit 
H. 

Section 10. Closina Documents. 

10.1 Seller’s Deposits. Prior to Closing, Seller shall deposit in escrow 
for delivery to Buyer, the following: 

10.1.1 The Transfer Instruments required by this Agreement. 

10.1.2 
Agreement. 

Any other documents or instruments required by this 

10.1.3. Any other instruments necessary to or reasonably required 
by Buyer to effectuate the transaction contemplated herein. 



10.2 Buver’s Deposits. Prior to Closing, Buyer shall deposit in escrow 
for delivery to Seller the following: 

10.2.1 All sums required of Buyer to be paid by Closing. 

10.2.2 Such Transfer Instruments as are required of Buyer. 

10.2.3 Any other instruments necessary to or reasonably required 
by Seller to effectuate the transaction contemplated herein. 

10.3 Further Documents. Seller and Buyer shall execute such further 
documents, and perform such further acts, as may be necessary to transfer 
and convey the Business Assets to Buyer and ultimately to the City and Town 
on the terms contained in this Agreement and shall otherwise comply with the 
terms of, and consummate the transactions provided in, this Agreement. 

Section 11. Costs 

Costs of Closing and/or expenses connected with the transfer of the 
Business Assets and the sale thereof shall be divided between the Buyer, City 
and Town, and Seller, and paid through escrow, as follows: 

1 1.1 Attorneys Fees. Each party shall pay its own attorneys’ fees and 
costs. 

11.2 Escrow Fees. The escrow fee and all filing and recording fees shall 
be divided equally between (i) Buyer, City and Town collectively, and (ii) Seller, 
to the extent that such recording fees or filing fees are for the Transfer 
Instruments. If any recording fees or filing fees are necessary as a result of 
recordings required to clear title, they shall be paid by Seller. 

11.3 Title Insurance. The premium for the standard title insurance 
policies required to be provided by this Agreement shall be divided equally 
between (i) the Seller and (ii) Buyer, City and Town collectively. Buyer, City and 
Town shall pay the difference between the standard premium and an extended 
premium, if any. 

Section 12. Prorations. 

All of the following in 12.1 and 12.2 shall be prorated as of 12:Ol a.m. on 
the Date of Closing. 

12.1 Taxes. All current real estate taxes against the Property. Any 
delinquent taxes, penalties and interest thereon for the Property shall be paid 
by Seller on or before Closing. 



12.2 Assessments. All current assessments, both principal and 
interest, against the Property. Any delinquent amounts shall be paid by Seller 
on or before Closing. 

12.3 Other. 

12.3.1 Any utility deposits for operation of the offices or facilities 
of Seller, if any, shall be returned to Seller, and the City and Town shall 
each make its own utility deposit arrangements. 

12.3.2 Personal property tax shall be prorated as of Closing. 

12.3.3 Billing and collections shall be prorated in accordance with 
Section 19. 

Section 13. Risk of Loss. 

13.1 Prior to Closing. The risk of loss for damage by fire or other 
casualty, or the taking by eminent domain, until Closing, shall be assumed by 
and shall be the responsibility of Seller. Upon the happening of any material 
loss and within ten (10) business days after notification thereof, Buyer may 
elect in writing to terminate this Agreement or close the sale. If any election to 
terminate the Agreement is made, any money on deposit shall be returned to 
Buyer with accrued interest thereon and this Agreement shall thereupon 
become null and void. In the alternative, if an election to proceed with Closing 
is made by Buyer, any insurance proceeds and/or condemnation award in 
connection with the loss shall be transferred to and become the property of 
Buyer, but there shall be no adjustment to the Purchase Price. 

13.2 After Closing. The risk of loss or damage by fire or other casualty, 
or the taking by eminent domain, shall be assumed by Buyer after Closing. 

Section 14. Insurance. 

Buyer shall place its own insurance coverage on the property and Seller 
shall terminate any insurance coverage it may have as of Closing. 

Section 15. Assignment of Agreement, and Rirrhts Among Buyer, Citv and 
Town. 

The rights of any party under this Agreement are not assignable without 
the prior written consent of each of the other parties to this Agreement, which 
may be withheld in good faith and for good cause. A s  among Buyer, City and 
Town, the City and Town hereby subrogate their rights hereunder to the extent 
necessary for the purposes of the Series 2005 City Purchase Agreement. A s  
between the City and Town, the Town hereby subrogates its rights hereunder 



to the extent necessary for the purposes of the Intergovernmental Utilities 
Purchase Agreement. 

Section 16. Default. 

16.1.1 Non-Monetarv Default. For the purposes of this 
Section 16, a “Non-Monetary Default“ shall mean the failure of 
Seller to close this transaction after Buyer has tendered full 
performance when that failure is the result of any bona fide action 
by a third party encumbering the Business Assets by creating a 
cloud on the title of Seller’s ownership status which is not 
practicably susceptible to financial satisfaction prior to Closing 
and which did not exist when the Preliminary Title Report was 
received by Buyer. 

16.1.2 Monetarv Default. For the purpose of this Section 16, 
a “Monetary Default” shall mean the failure of Seller to close this 
transaction after Buyer has tendered full performance, when that 
failure is a result of a monetary lien or encumbrance upon the 
Business Assets, which lien or encumbrance was not disclosed in 
the Preliminary Title Report when received by Buyer and which can 
be cured by the application of a portion of the Closing proceeds. 

16.1.3 Seller’s Willful Refusal. For the purpose of this Section 
16, “Seller’s Willful Refusal” shall mean the failure of Seller to close 
this transaction, without legitimate cause, after Buyer has 
tendered full performance. 

16.1.4 Remedies. In the event of a Default by Seller, Buyer’s 
and the City of Cottonwood’s exclusive remedies shall be as 
follows: 

16.1.4.1 In the event of a Non-Monetary Default, Buyer 
and the City of Cottonwood shall have ten (10) business days 
following such default in which to elect in writing to 
terminate this Agreement or waive the Non-Monetary Default 
and close this transaction. In the event Buyer and the City 
of Cottonwood elect to terminate this Agreement, this 
Agreement shall thereupon be null and void. If Buyer and 
the City of Cottonwood elect to waive the Non-Monetary 
Default and close the transaction, then the sale shall close 
within ten (10) business days after written notice to close. 
There shall be no adjustment in the Purchase Price and 
Buyer and the City of Cottonwood shall accept whatever title 
Seller may be able to convey. If Seller still refuses or is 
unable to close, then Buyer and the City of Cottonwood may 



elect to pursue such legal and equitable remedies as they 
may be available at law. 

16.1.4.2 In the event of Seller’s Willful Refusal, then Buyer, 
City or Town shall be entitled to pursue all legal and 
equitable remedies as may be available. 

16.2 Buyer’s Default. In the event Buyer fails to close this transaction, 
Seller shall be entitled to pursue all its rights and remedies at law and in 
equity. The parties specifically agree that the provisions of A.R.S. Section 33- 
74 1, et. seq. shall not apply to this Agreement. 

Section 17. Customer Deposits. 

17.1 Seller’s Responsibility. Seller shall be responsible for refunding all 
customer deposits and shall do so in accordance with any requirements 
established by the Arizona Corporation Commission. Seller shall be 
entitled to offset customer deposits against amounts due from 
customers, in accordance with any requirements established by the 
Arizona Corporation Commission. Seller shall refund the remaining 
balance of customer deposits as a credit to such month’s water service 
billing rendered by Seller, and shall provide documentation of same to 
Buyer. 

Section 18. Employees. 

18.1 Seller’s Responsibilities. Seller shall be responsible for paying all 
FICA, existing benefits and accrued vacation pay to all employees employed by 
Seller through Closing so as to ensure no lien or other encumbrance will attach 
to the Business Assets being transferred to Buyer. 

18.2 Buyer’s Responsibilities. Buyer shall take reasonable steps to 
provide that the City of Cottonwood will consider offering employment to the 
employees of Seller effective the next day after Closing, according to the City of 
Cottonwood’s then existing personnel guidelines. Nothing in this Agreement 
shall be considered as creating any right of employment with the City for the 
former employees of Seller. 

Section 19. Meter Readings and Bil l in~s.  

19.1 Meter Readings. 

19.1.1 The parties agree that it would be impractical to read all of 
the customer meters on the date of Closing. Therefore, meter 
readings shall continue in the usual course of business during the 
month of Closing. 



19.1.2 Seller shall continue to bill in its usual sequence during 
the month immediately prior to Closing. 

19.1.3 The City of Cottonwood shall begin billing after Closing. 
However, as the initial billings will be for Service rendered by 
Seller, the City of Cottonwood shall render such billings at the 
same rate as charged by Seller for any water use that occurred 
while Seller was still the owner of the Business Assets. The City of 
Cottonwood shall collect for Seller’s sale of water. 

Section 20. Miscellaneovs Provisions. 

20.1 Notices. All notices and communications hereunder shall be in 
writing and shall be given by personal delivery or mailed first class, registered 
or certified mail, postage prepaid, and shall be deemed received upon the 
earlier of actual delivery or five (5) days after deposit in the United States Mail. 
Notices shall be delivered or mailed to the addresses set forth in Section 1 of 
this Agreement. In addition, a copy of the notice shall be mailed or delivered to 
the Escrow Agent in care of the address set forth in Section 1, and a copy shall 
also be sent to: 

For Cottonwood Water Works: 

Attn: Charles Garrison City Manager 
1042 N. Main Street 
Cottonwood, A 2  86326 

For City of Cottonwood and the 
MuniciDal ProDertv Cornoration: 

City of Cottonwood 
827 N. Main Street 
Cottonwood, AZ 86326 

For the Town of Clarkdale: 
Town Manager 
PO Box 308 
890 Main Street 
Clarkdale, A 2  86324 

Notwithstanding any other provision in this Agreement, any and all 
notices which Seller may be required to provide to Buyer, City and/or Town, or 
consents from such parties, shall be deemed to have been provided or obtained 
in accordance with this Agreement if such notice has been provided to, or 
consent obtained from, the City, through the City Manager. 

20.2 Nature of Agreement. 

20.2.1 Ameement Negotiated. The terms and provisions of this 



Agreement represent the results of negotiations between Seller and 
Buyer, each of which has been represented by counsel or the 
representation of its own choosing and neither of which has acted 
under duress or compulsion, whether legal, economic or otherwise. 
Consequently, the terms and provisions of this Agreement shall be 
interpreted and construed in accordance with their usual and 
customary meanings, and Seller, Buyer, City and Town hereby 
waive the application of any rule of law which would otherwise be 
applicable in connection with the interpretation and construction 
of the Agreement, including (without limitation) any rule of law to 
the effect that ambiguous or conflicting terms or provisions 
contained in this Agreement shall be interpreted or construed 
against the party whose attorney prepared the executed draft or 
any earlier draft thereof. 

20.2.2 Integration. All understandings and agreements heretofore 
had between the parties are merged into this Agreement which 
alone fully and completely expresses their agreement; the same is 
entered into after full investigation and neither party is relying 
upon any statements or representations by the other not embodied 
in this Agreement. 

20.2.3 Other Inducements. The parties agree that there are no 
promises, inducements, representations or agreements in 
connection with this Agreement except those specifically set forth 
herein in writing. 

20.2.4 

20.2.5 

Modification. This Agreement may only be amended or 
altered in any way by a written agreement signed by the 
parties. 

Other Anreements. Except for agreements entered into in 
the ordinary course of business (for example, Advance in 
Aid of Construction Agreements), Seller shall not enter 
into any contracts, leases, agreements or amendments to 
existing agreements or encumbrances affecting the 
Business Assets while this Agreement remains in force or 
subsequent to Closing of this transaction without the 
express written consent of Buyer, City and Town other 
than to remove a matter which the Title Insurer required 
be removed for Closing. Notwithstanding the foregoing, 
Seller shall seek the prior written consent of Buyer, City 
and Town prior to entering into any contract, lease, 
agreement or amendment to an existing agreement which 
is valued at more than Twenty Five Thousand Dollars 
($25,000.00) and which is to be assumed by Buyer, City 



and Town upon Closing. 

20.3 

20.4 

20.5 

Relation of Parties. 

20.3.1 No Agency. I t  is expressly agreed and understood by the 
parties hereto that neither party is the agent, partner, nor joint 
venture partner of the other. It is also expressly agreed and 
understood that neither Seller nor Buyer has any obligations or 
duties to the other except as specifically provided for in this 
Agreement. 

Cons t m ction . 

20.4.1 Time. Time is of the essence of this agreement. However, if 
any action is required to be taken on a Saturday, Sunday or legal 
holiday, the action shall be deemed timely taken if it is taken on 
the next regular business day. 

20.4.2 Headings. The headings of this Agreement have been 
inserted for convenience of reference only and are not intended to 
influence any construction of the provisions hereof. Whenever a 
personal pronoun is used in any one gender, it shall be deemed to 
include all other genders as the case may require, and the singular 
shall include the plural, and vice versa, unless the context 
indicates to the contrary. 

20.4.3 Adverbs. Whenever the terms “herein”, “hereunder“, 
“hereof“, “therefore”, “thereover“, or similar terms are used, they 
shall refer to this entire Agreement as a whole and shall not refer 
solely to any particular section. 

20.4.4 Exhibits. All recitals, schedules and exhibits to this 
Agreement are incorporated as though fully set forth herein. 

20.4.5 State Law. This Agreement and the conveyance provided 
for herein shall be governed by the laws of the State of Arizona. 

20.4.6 Counterparts. This Agreement may be executed in 
counterparts, and the signature of any person required by this 
Agreement shall be effective if signed on any and/or all 
counterparts. All counterparts together shall be considered one 
and the same Agreement. 

Foreign Investment. Seller shall fully comply with all applicable 
state and federal laws governing foreign investment, including the Foreign 
Investment in Real Property Tax Act and Section 1445 of the Internal Revenue 



Code, as amended from time to time, and shall hold Buyer harmless from any 
claim or action arising therefrom. 

Section 21. 

21.1 Cancellation. It is explicitly agreed by the parties that this 
Agreement is subject to the right of Seller, Buyer, City and Town to cancel this 
Agreement on or before July 31, 2005, for any reason whatsoever. In addition, 
any party may cancel this Agreement at any time prior to the Closing Date if 
another party has failed to provide, within a reasonable time, any and all 
documents, records or other information the requesting party is entitled to or 
reasonably requests under this Agreement. 

21.2 Access to Seller’s Information. Seller shall continue to permit 
Buyer, City and Town full access, during normal business hours, to the books 
and records of Seller and will pennit Buyer, City and Town to make copies of 
such books and records. Seller shall also permit Buyer full access to the 
Business Assets, including but not limited to the facilities of Seller. Seller shall 
also furnish such additional information as Buyer reasonably requests of 
Seller. All information Seller provides will be treated by Buyer, City and Town 
and their employees or agents as confidential to the extent permitted by 
Arizona law, including but not limited to public records laws. If Buyer, City or 
Town may be required to divulge confidential information of the Seller, such 
party shall inform Seller immediately in order to permit Seller to possibly 
intervene or seek a protective order against the release of such confidential 
information. 

2 1.3 Maintenance of Assets. 

21.3.1 Seller agrees to maintain the condition of the Business 
Assets in their current condition, ordinary wear excepted, through 
the date of Closing; 

21.3.2 Seller shall not order, purchase or lease any products, 
inventory, equipment, personalty, or other items, or dispose of any 
of its assets or leased property except in the usual and ordinary 
course of business in accordance with past practices of the Seller; 

2 1.3.3 Seller shall not make any material changes in the conduct 
or nature of any aspect of the Business, whether in the ordinary 
course of business or not; 

2 1.3.4 Seller shall not waive any material rights that are part of 
the Business Assets; 

21.3.5 Seller shall not merge or consolidate with or into any other 



corporation or entity; 

Section 23. No Off-site Facilities Hook-up Fee. 

Seller has not been authorized by the Arizona Corporation Commission 
to collect an “Off-site Facilities Hook-up Fee” on new connections to Seller’s 
water system. 

Section 24. Miscellaneous. 

24.1 

24.2 

Confidentiality. Each party agrees to take all reasonable and 
lawful measures to protect the proprietary information of the other 
to which it may have access and to maintain the confidentiality 
thereof. 

Conflict of Interest. The parties acknowledge that this Agreement 
is governed by Arizona Revised Statutes Section 38-5 1 1, which 
provides that this Agreement may be cancelled within three years 
of its execution for a conflict of interest as described in that 
statute. 

[SIGNATURES ON FOLLOWING PAGE] 



IN WITNESS WHEREOF, the parties have entered into this Agreement as of the 

CITY OF CUI-I'UN W U U U  
MUNICIPAL PROPERTY 
CORPORATION, an Arizona 
non-profit organization 

SELLER: 

COTTONWOOD WATER WORKS, 
INC., an Arizona corporation. 

CITY OF COTTONWOOD 

ATTEST: 

Steven B. Horton 
Mangum, Wall, Stoops &Warden, PLLC 
City Attorneys 



Dou&on Gapsig 

k 

Approved as to form only: 

Robert S .  Pecharich 
Boyle, Pecharich, Cline &, Whittington 
Town Attorneys 
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EXHIBIT B 

Arizona Corporation Commission Documentation 

The following ACC documents related to the Cottonwood Water Works franchise 
areas are referenced below and included as EXHIBIT B. 

Map Nos. 26 and 3 1  
Decision No. 2769 dated May 15, 1926 
Decision No. 19350, dated January 19, 1950 
Decision No. 19909, dated October 17, 1950 
Decision No. 19995, dated December 1, 1950 
Decision No. 20004, dated December 8, 1950 
Decision No. 20065, dated January 8, 1951 
Decision Nos. 20131 and 20131A, both dated February 20, 1951 
Decision No. 29259, dated on or about October 13, 1955 
Decision No. 29609, dated May 2, 1956 
Decision No. 39641, dated September 10, 1968 
Decision No. 35274, dated on or about June 26, 1964 
Decision No. 41626, dated September 23, 1971 
Decision No. 54307, dated January 3, 1985 (misdated January 3, 1984 on the signature page) 
Decision No. 54547, dated June 6, 1985 
Decision No. 40492(?), dated February 9, 1970 
Decision No. 56505, dated June 7, 1989 
Decision No. 57369, dated May 1, 1991 
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been issued t o  Be88le M. Siler, dba Clemenceau 

IT JS ORDERED that the ca8e be and the 3848 I s  hereby 

further proceemnga in the matter and t o  afford . 

e conmiision o g p o r t w t y  to Inapect the territom 
. .  

Hearing on the matter w f l l  be held on Tuesday, ' i i '  
. .  . .,. . . 

1950 beglnnlng at the how of 1O:OO o'olock A. M. ' .: 
' " '  the Court Room o f  the Justice of the Peace 'in 

i. iCottqnwood, Arizona. 
; . .  , 

y : ,  . " , . ? 

I!  ' 

. I .  

BY ORDER OF TXE ARIZONA CORPOiiAlcION CObItfISSLON, 

IN KWNE% WHEREOF, I, MEL, D. MICHAEL, Secretary of the 
..'..Arfzona Corporation Commfssion, have herewto set  'my h a d  

and affAlxed the of f i c i a l  seal of this Cornmiaston, at, the 
Capitol, In the City of Phoenlx, thl8 IsG.day of December, 
I *La 
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wx tllcci in this o f f l e e  and the matter vas s e t  fdk hear& for 

Octol;c~.~ 13, 1955. 

ln0sfLnitekf, 

lisasd on May 4, 1956, 

- .  
On October 8, 1955 the matter was postponed 

On Apri l  13# 1956,the matter was again set; to be 

On Aprf.1 24, 1956 a l e t t ep  wa3 recelved i n  this off ice  
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BEFORE TIIE ~ I Z O N A  CORPORATION COMMISSION 

RUSSELL WII;LIAMS 
Chairman 

CHARLES H. GARLAND 
C omissi one r 

A L  FARON 
Commissioner 

IN THE lNT!FER OF TKE APPLICATION OF QWEN CREEK LAND & CA!CTI;E 
CORPORATION, A l l  ARXZONA CORPORATION, D% CORDES ?AKEs WATER 
COMPAHY, FOR A CERTIFICATE OF COmKCENCE AM) NECESSITY TO 
SERVE ADDITIONAL TERRITORY DESCRIBED IIEREINAFT’ER, AND “HE 
REQUEST OF comomrooD WATER WORKS FOR THE: DELETION OF A SMALL 
AREA INCLUDED IN IT$ CJDTIFICAPE OF CONVENIENCE AND NECESSITY. 

u-2060 
WCKETS NO. 9975-S-l04,5. 

. O P I N I O N  A N p  OFDER 

By: rnE COMMISSIOEI: 
. On June 2tC, 1971, t b l s  Commission heard ‘the a.ppl5- 

cat ion of Queen Creek Land 8c Cattle Corporation, an Arizona 

corporation, d$a Cordes Lakes Water Company, for a cert i f icate  

of convenience and necessity coverin5 a large area, and which 

area included the East 10% feet of the South Half ($4) of the 
Southeast Quarter (SE$) of Section 4 ,  Township 15 HorLh, R 3 m E  

3 $ask, c S C S m 4 ,  Yavsppai County, Arizonz, and on which a 

cer t i f icate  of convenience’ and necessity t o  serve water vas  

held by CottomQood Water Works, a corporation. 

On J u l y  30, 1971, this CommLssion iseued Decision 

NO. h1495, i t h  Docket NO. u-2060, which granted a certtficate 

of convenience and necessity t o  Q U E m  Creek U n d  & Cattle 

Corporation, dba Cordes b k e s  Water Company, to serve an 

additional area and as f u l l y  set forth and described in , 

Decision No. LC1495, but did not ihclude the =mst 1045 fa& 

pf the south  Half of the Southeast Quarter (SEtl o f  A a?5 ‘suE9 

Sec.f;.ionL Township 25 North, Range 3 East, G&SRB&M, Yavapai 

County, Arlzons. 

O n  August 18, 1971, an AffidavZt of Statement of 

h112Llon WMs received in the Util i t5 ,es  Divis ion  of Zhls 

Comm.fssion from Ersel Garyison, PrcsLdent of‘ Cottonwood 

Water Works, consenting to the debtLon of the East 1045 f ee t  

of the South Half (Si-] of the SAutheast QuaSter (SE+) of 



' .  

u-2060 
DOCKETS NO, 9975-E-1045 DECISION NO. ,fl/d 2 A 

Couney, Arizona, f rom tho c c r t l f l c a t e  of conven5.cnce and 

necessity of Cottonwood Water Works i n  favor of Queen Creek 

Land & Cattle Corporation, dba Cordes Lakes Mater Company. 

!the Commission is of the opinion that the granting 

of the dele t ion  0.f the aforementioned area from the certificate 

of convenlenee ' b d  necessity of Cottopmod 'Water Works, alld the. 

granting of s#ne area to Queen Creek Land 1% Cattle CorporaWon, 

dba CQrdcS Lakes Water Cmpany, would be in the public Interest. 

WITEREFORE, IT SS ORDERED that  the area described as 

the East 101.45 f e e t  of the South Half ( S S )  of the  Southeast 

Quarter (S&) of Section 4, Township 15 North, Range 3 East, 

Yavapsf County, Asiaona, I s  hereby deleted from the ce r t l r i ca t ed  

area heretofore issued by this Comnission to Cottonwood Water 

Works. 

XT IS FURTHER ORDERED that the remainder-of the 

certificates of convenience and necessi ty  heretofore issued by 

th i s  Commission to Cottonwood Maker .Works shall reldain i n  force 

and e f f e c t  as 5ssuad. 

IT IS F " E R  ORDERED that this order shall consl5tute 

and be a certificate of cohvenience and necessity, pursuant t o  

$40-281, 'Arfzona Revised Statutes,  authorizing Queen Creek 

L m d  & Cattle Corporatim, an Arizona corporation, dba Cordes 

U k e s  Water Company, to construct, operate and maintain a 

dQmestic public Water system Pn the afea described as the East 

1045 r e e t  of the South H a l f  [s$) o f  t h e  Southeast Quarter (s@) 
o f  Section 4, Tcnmship 15 ]North, Rang@ 3 East, G&S73.8QzM, Xavapai 8 

approved by this Commission for  Queen Creek Land & Ca.ttlc 

Caxporation, an Arizona corporatlon, dba Cordes hkes Water 

Company, arc hereby approved end shall apply in the above- 

- 2 -  



I mentioned area. 

I BY.ORDER OF %"E ARlZONA CORPORATXON COMMISSION. 

IN WCPNESS TWEF!SOF, I, WILLIAM R, JOHNSON, Ekecutive 
Secretary of the  Arizona Corporation Corm&ssion, have 
hereunto set my hand and caused t h e  official seal of 
t h i s  Conrt~Lssion t o  be affixed, a t  the Cj?.p5.$01 I n  the 
City  of Phoenix, t h i s  ,3  day of A---.,>.J:~,&{.~~-..T ,, ,' 

/ 1971 
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DATE OF IEARING: November 27, 1984 

P U C E  OF EEARIHG: Phoenix, Arizona 

PRESIDING OFFICER : Jerry L. Rudibsugh 

A P P U N C E S  : Evans, gitchel  & Jenckes, PIC., by Lex f. Smith, 
Attorney8 for Clemenceau Water Company, fnc . ,  and 
Cottonwood Water Works, Inc. 

Timothy M. Rogan, Legal Divieion, on behalf of Arie0,na 
Corporation Commission Staff. 

BY THE CQHMISSION : 

On July 20, 1984, The Clemenceau Water Company, lac, {"Clmenceau"), and 

the Cottonwood Water Wotkn, loc. ("Cottonwooda), f i l e d  an Application with tht 

Arizons Corporation Com~aiasion ("&numission") seeking autboriration t o  trsnsfel 

t o  Cottonwad a mall portion of the Certificate af Public Convenience am 

Beccsaitp {"Certificate") and water diacribution f a c i l i t i e s  of Clemenceau. 

Pureuant to Botict dated laavember 9, 1984, the Application came on €0 

hearing before a duly autborited Hearing Officer of the the Cbmmieeion at i t  

offices in Woenix, Arizone, on Aooembet 27, 1984, Cottonwood, Clemenceau an 

the Commission's Utilit ies Division Staff (%af f") nppeared through counsel 

Evidence wae pteeented in support of the Application and after a full publi 

* * .  



1 

2 

3 

4 

5 

I 

6 

7 

8 

9 

10 

I1 

12 

3.3 

14 

15 

16 

17 

18 

19 

2.0 

21 

22 

23 

24 

25 

26 

27 

28 

U-127 8-84-17 8 
E-1 0-4 5- 84- 1 7 8 

hearing,the matter vas adjourned pending sllbmiesion of I recommended Opinion 

and Order by the Presiding Officer t o  the  Commission. 

DISCUSSION 

Clemenceau and cot to mood'^ c e r t i f i c a t e d  area8 border each other QLI a 

number of points, Bece~uee Clemmenceau'e certificated &rea is based on a radial 

arc, there are ambiguitiee a8 t o  exact ly where the radial line Cr068e8 various 

properties, As a reeult, Clemenceau now servefi ~ m e  of Cottonuood'e 

certificated area and v i c e  versa, The two companiee have expressed a deeire to 

promote the most cost effective development of the area a6 well a6 make their 

franchise descriptions mote understsndsble. "he focus of the eubject 

Applicatioe is an area west and southwest of 0,s. Highvsy 89A in which the 

Mingurs Iedustrial Airpark ("Airpark") i s  baing propoeed. 'She Airpark w i l l  be 

located i n  the tame area &e the Cottonwood Murlicipal Airport. Under the 

present aligmenta of certificated area6, the Cottonwood Airpor€ i t 3  divided 

with Clermenceau authorized t o  8exve one half and Cottonwood the other. There 

are currently f ive ( 5 )  or s ix  ( 6 )  cuetomer~ i n  tbe area and although l ega l ly  in 

Cleplenceeu'~ certificated area, they are being served by Cottomood. 

Cottomood already has a half m i l l i o n  gallon storage tank w e e t  of the 

proposed Airpark that was constructed fox: current crtstmers and which can be 

used to serve the Airpark. Because Clemeaceau would need to add an additioaaJ 

eource of eupply and storage f a c i l i t i e s  a8 w e l l  ae the fac t  that they have I 

pressurized water system while Cottonwood ha8 a gravity fed Gystem, i t  war 

estimated the cost for Clemenceau t o  provide water service to  the Airpark woull 

be almoet $lX,OOO more than Cottonwood. Tbbp two companies have reached a1 

agreement whereby Clemenceau would transfer part of its Certificate and 09 

distribution line in  the area to Cottonwood and, in turn, Cottonwood would b 

responsible for providing the water service demands of t h e  area a t  DO t o s t  t 

-2- 
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3emeaceeu. mere w i l l  be no exchange of mnies. It is noted that at the 

leering, the companies exptessed their intentione t o  8Ubmit another application 

in the nQar future to  tranefer a mall portion of Cottomood's certificated 

nrea t o  Clemcoceau in order to more accurately reflect the actual terr i tor ies  

aerviced by eacb u t i l i t y .  

* * * * * x * 

Raving coa6idcred a l l  the evidence herein and being f u l l y  ddvi6ed i n  the 

r 

premises, the ~otlnniseion f lade, concludes and older6 that: 

. FINDINGS C!F FACT 

1. Clemeaceau i~ an Arizona corporation certificated by this 

Conmission, pursuant to  Decision ?io. 33058 (April 19, 19611, t o  provide water 

otility service in certaizt portions of Yavapai Couaty, Arizona. 

2. Cottonwood i e  au Arizona corporation c e r t i f i t a t e d  by t b i a  

Cormniesion, pursuant t o  Decision Bo. 40492 (February 9 ,  19701, fo  prwide watex 

ut i l i ty  service in certain portion8 of Yavapai County nearby and adjacent t o  
. .  

the cert i f  ieated area of Clemenceeu. 

3. Clemenceau'e certificated area i s  based on a radia l  arc, and t h i s  

has resulted in confusion coocetaing where it c r o ~ s e s  iarioue properties. 

4. Clemeaceau and Cottomood'r: certificated areas bisect tbe Cottomood 

Uunicipa 1 iiirpor t . 
5. Clemenceou ha$ agreed to transfer whatever vater dietribution 

f a c i l i t i e e  and operating tights, including thbt portioe a€ i t e  Certificate i t  

the area weat and routhest  of U, S. Highway 89A to  Cottonwood in coaeideratiol 

of Cottouwood'e agrement t o  prwide  the water service demands o f  thc 

indue&rial park. 

6-  The exist ing cuatonrers i n  the area p~oposed to be transferred ar, 

preeentlp being berviced by Cottomood. 

7. Ground for the prapoeed Airpark near the  Cottonwood Airport has bee 
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prepared, and utilities are in the process of being in i ta l l ed .  

8. Cottonwood bas a balf-million gallon storage fecility in u6e in the 

Cottonwood Airport area and has adequate watex facilities and water re60urcg~ 

to service the propoeed Airpark area. 

9 .  It  ifi estimated t h a t  i t  would Co6t $150,000 more for ClemenCeau t o  

eervice &he proposed Airpark because o f  their seed for an additional moutce of 

water supply, additional storage fscilities, and expansion of their preeeurired 

water epstem. 

10, There will be no affect on t h e  service or ratel; t o  the customers i n  

the proposed area t o  be txaasf erred. 

11. There are 00 customer depoeite or l ine extension agreements owing by 

Clenrenceeu i n  the area proposed to be transferred. 

12. The T m  of CottoovQod baa consented t o  the transfer of franchise 

from Clemenceau to  Cottonwood for that portion of Clemenceau‘~ area which lies 

west sad southwest of U. S. Bighay  89A. 

13, Cottomood has received apbroval from the Arizona Department of 

Kealtb Services t o  construct B water  distribution system to Beme the Airpark 

and Cettouwood Airport. 

14. boy c o ~ e t r u c t i w  that will be naceesaxp t o  serve the new c u s t ~ e r 6  

in the area proposed to  be traneferred w i l l  be financed through line extension 

agr emeet 8 .  

15. Clemeilceau and Cottomood have agreed t o  eubmit 811 application in 

the near future to request 8 small portion of Cottomtood’e frrachieed area east 

sod northeast of 0. S. Highway 8% in which CXeaenceau is currently servicing 

to be transferred t o  Clemeacertu. 

1. Clemenceau and Cottonwood are public eervice corporations w i t h i n  thl 

meaning of Article XV of the Arizona Constitution and A.R.S. Sections 40-281 
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bo-282, and 40-285. 

2. The brmisrion has jurirdiction oyer Clmencesu and Cottomood and 

>f the subject matter of the Application. 

3. There i E  a cotbtinuous need for a domestic water  company t o  nerve 

preaent end future customers in Glgnenceau'~ certificated area west and 

Bouthweat of U. S. Highway 898 in the Town of Cottonwood. 

4. Cattonwood i s  a f it  and proper entity t o  receive a Certificate for 

s. proyidiag of water u t i l i t y  service to the area west and southwest of U, 

ORDER 

WHEBEFORE, IT XS ORDERED: That Clemenceau Uater Company Inc. is hereby 

authorized t o  tranefer its water diettibution facilities sad Certificate of 

Public Convenience and Hecessity for the area vest sad eouthwest of U. s. 
Kighway 89A (a8 iehown on the map attached as Exhibit D t o  Applicant's Exhibit 

A-l)in the towm of Cottonwood to  Cottonwood Water Worlce, InCI 

WBEREFORE, IT IS ORDERED: That the Application referred t o  i n  Finding of 

Pact Nom 15, hereinabove, sball cuatain s somple.te l e8b . l  de8cxi~tio.a of both 

Clwrenceeu' 8 snd CoPtomPood'e proposed Franchised areas. 

IT IS FURTHER ORDERED: That tbe rates to  be charged by Cottonwood Water 

Works, 1st. t o  the curtmers in the area west and bonthweet o f  If. S. Bighvag 

89A i n  the Town of Cottonwood s h a l l  remain the same a8 Cottonwood Water WoTkB, 

Lac. rates currently on file with the b m i e e i o n .  

. . I  

. . .  
* . .  

. * I  

. * -  

- 5- Pecisioa NO.& 
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IT IS FURTBER ORDERED: That t h i s  Decieion ahall be effect ive immediately, 

BY ORDER OF "HE ARIZONA CORPORATION COMMZSSION, 

IN &ESS WREREOFI 1, LORRIE DROBNY, 
Executive Secretarg of the Arizona Corporation 
Conmission, have hereunto 8et  my hand and caused the 
o f f i c ia l  seal of this Conmission t o  be affixed a t  the 
Capito l ,  in the Ci ty  o€ ]Phoenix, this,.-,?, 

1984. 
day 

LORRIE DROBW 

ISSENT - 
P 



. . . .  . k-..: . ' 

The amve e n t l l l e d  matter came on Tor hearing before 

the Commission s i t t i n g  J.n Cottonwood, Arizona on Januazy 29, 

1970 - 
Applli.:alkt ?vas represented by i t s  a t t o r n e y ,  K. Wortan, 

and there  was io appsarance Sn opposit ion t o  the grctn-LS.ng of 

the appl5,cetio 1. 

Prom ;he testimony premntcd, and the records and 

fllcs S.n the mititer, the ConmissLon 2 3  o:P the opin ion  that 

the grar j t ing 0.- the application would bs in the publ'ic 

interest . 
WHEXRPORE, IT 1.3 ORDERED tha? the certif iccates or" 

conVt"ni.ence a n  4 necessity heretofore j.sc;ued by this  Commiseion 

to E r ~ l  Garrimn and JennLe \.I. Gmr isbn ,  dha Cot'ionvrood Water 

Corks, be ana the s m e  are  hereby tran&Texred t o  Cottonwoo4 

k h t s r  Works, Inc,, a, As-lzona corporation, 3,nd the appl:ice.tLon 

is hereby gwmbod ws prayed for. 

. BY ORDPIR OF THE ARIZONA CORPOR~TJ:ON commsrow. 
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Open Meeting 
June 5, 1985 

On hpril 10,  1985, Clemencaao Water Company, h e .  ("Clemenceaun), and 

:ottonwood Uater Works, Inc.  ("Cottomod"), f i l e d  80 Application with the 

9rizona Cotporatcon Cmuniseion (hCOPmninsioa") seeking burhoritation to  ttanaf er 

to  Clemenceau a emall portion of the Certificate of Public Comertieace and 

Necessity ("Certificate") of Cottonwood. A hearing vau held on a similar 

trdnsfer from Clemenceau t o  C o t t o m o d  on Hovember 27, 1984. I s  t e e t h o n y  a t  

that hearhg mpporte the cnrtent Application alect, it was not neceseary to 

conduct a eeparate heatiag. 

pzsmra!sIoR_ 

Clemenceau and Cottonwood's certificated areae border each other on a 

number of points. Becauee C'Lemencean'e certificated area in bcoed on a radial 

arc, there are ambiguitiee a8 t o  exactly where the radial line croseee various 

properties. As lp raeult, there has been confasioa on the boundaries fox! the 

reapective bespice areas. In July 1984, Cleplenceau and Cottoavoad f i l e d  a 

joint application with the Cotmaiseion eeelrhg authorircatian t o  tstmfer a 

portion of Clemenceau'e certificsted area t o  Cottonwood. 

confunion on the boundaries, Cottomod bad been serving la portion of 

Because of the 
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Ileaenceau's area located west and soutbwerrt of U.S. flighwap 89A in Cottonwood, 

rizona. 

A hearing was held on Rwember 27, 1984 resultiag i n  Decieion Bo. 54307 

J a a ~ r y  3 ,  1985) which granted the tranefer of a portion of Clemenceau'e 

ertificated area t o  Cottomod. It W ~ B  also aecertained at the heatiag that 

lmencesu wee servicing a mall portion of C~ttonwood'd certificated area 

orth and east of U.S. Highway 89A. Since that had not been included 8 6  part 

f the joint  application and affected cuetmera had not been notified, the two 

ompanics agreed to  nubmtt B srtbaequent application (See Finding o f  Pact Bo. 15 

f pecisiocl No. 54307). 

The Applitatioxi repnest5 euthorization t o  transfer to Clemenceau a portion 

t f  Cottonvood'e certificated area located north and eaet af U.8. Eighwap 89A. 

:lemenceau i s  currently eewiciag three cuetimete in the requested area. The 

ffected property ormere were notified of the trauefer requeat and have not 

Ibjected. 

We coacw with the requested transfer lo. order to further clarify the 

.ertificated areae, It i o  noted that the cuxrcnt r a t e s  of Clemenceau are 

Agher than those charged by Cottonwood. 

* * * t * * 
Raving coneidercd a l l  the evidence herein and bein& ful ly  advised in the 

 remises , the Commieskm f fade, concludes and ordera that : 

FINDINGS OF . FACX 

1. Clmtnceau Is an drir~w corporetiou certificated by t h i b  

: d e e i o n ,  pursuant to  Decision Ro. 330% (April 19, 19611, ro provide water 

i t i l i t p  eervice ia certain portion8 of Pavapai County, hisoaa .  

2.  Cottonwood i s  en Arizona corporatian certificated by thib 

bmmiaeion, pursuant t o  Decieion Ho. 40492 (Pebruary 9 ,  1970). t o  provide water 

i t i l i t y  service in catrein portions of Yawpa5 Cwotp nearby and adjacent t o  

I 27 

28 I 
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he certificated atea of Clemenceau. 

3.  Clmenceau'lo certificated axea i e  baaed on radial drc, and t k i e  

a8 reeul t rd  in confusion concerning where it C T Q P B ~ B  V S t i w 8  pt!Op&XtieS. 

4. Purmant t o  beciaien RQ, 54307 (January 3, 1985) Clemeneeaule 

ortion of i t a  certificated area west and Bouthvcet of D.S. Highway 89A in the 

own of Cottonwood was tranefetred t o  Cottomod. 

5.  Clemeuceau and Cottonwood agreed at a Xovember 27, 1984 Conmidon 

eariag t o  submit an application to request a ~ll~ell poxtion of Cottonwood'B 

ranchised area located north and eaat of U.S. Eighway 89A t o  be tr;lmeferred to 

lemenceau . 
6 .  Clerneaceau i e  currently servicing three cusLOmeta in the area 

ropoaed to be transferred. 

7. On A p r i l  10. 1985, Clemenceau and Cottomod f i l e d  an Application 

eqmeeting 8 transfer of the following portions of Cottomrood's eertif icated 

rea be traneferred to Clemenceau: 

A. A portion of Section 3, TlSlV, B3EI GLSR%&M, Yavapai Covnty, brieona 
couanencing a t  the South quarter-corner of Bection 34, Tlfrt ,  B E ;  thence 
S6l055'4D", a diatance of 340.00 feet; thence WBST, 8 diutaace of 600.00 
feet ;  thence SOUTH, a distance of 90.00 feet t o  d point which Intcteects 
a curve with a radius of 3960.00 feet v b a e  radius point is at  the 
intersection ofAunur C an d SecQnd Street in the Tovneite of Clmenceau 
and the TRUE POIm OF BEGXlWIRG; thence contiskuiag 800TB, 410.00 feet; 
thence EAST, 55.00 feet; thence SD0°31'49WW, a distance of 225.50 feet; 
thence 1969*34'14'%, a distance of 390.86 feet  t o  the centerline of 
Highway 8 9 4 ;  thence B58°3Q'W, along raid centerfine, a distance of 
260.00 feet t a  a Hint  on eaid curve, which has a r a d i u ~  of 3960.00 
feet; thence Iportheasterly, along eaid curve to the left, 8 diataoce 
o f  850.00 feet t o  the TBtfB P O m  OF BHGIB#IBG. 

r *  

. .  

-3 - 
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E. 
Tl5gm IUE, 6&RBbtM, Yavapai County, Aritoda, EEGXFIHI100 at the 
South quarter-corner of said Section 34; thence 863 '55 '405,  a distance of 
340.00 feet; thence WEST, a distance of 500.00 feet to a point which 
intersects 8 C U N ~ ,  with a radiue of 3960.00 feet, whore radiue point 
i a  at the izrtersection of Avenue C &a& Second Street in the Towmite 
of Cltmenceau; thence Horthea8terly. along said curve t o  the left, a 
dietance of 1310.60 feet  to  the North-South mid-section l ine  cf said 
Section 34: thence SOUTH, alottg Raid mid-section l ine,  a distbnce of 
760.00 feet  t o  the POINT OF BEGIRNING. 

A portion o€ Section 3 ,  TiSH, R3Z a d  a portion of Saction 34, 

8, There are uo outstanding line extension agreementr or refuddable 

lepadts owing by Cottonwood in the areas proposed t o  be transferred. 

9. The T o w  of Cottowood has consented t o  the transfer of frauchise 

irm Cottonwood to  Clemenceau for the area propolled to be transferred. 

10.  Clemenceau'e current approved raten are a8 follows: 

3/bn 
I" 
1-1 - 1 / 2'' 
2H 

$ 9.00 

$27 .oo 
$35*00 

$15.00 

$1.25 per 1000 galLonP in ercem of the miniarum. 
* 

11. Cottonwoodre current approved rates are as fo1lWa:  

Wn.thlv &mice  Betee for 2000 Gallons:, 
5/8" x 3/4" $ 8.00 
3j4- 
1" 
1-1 / 4" 
1-1/2" 
2" 

. 3" 
4" 
6" 

$ 8-00 
QZO.60 
Sl2.00 
$16 .OO 
$21 .oo 
$35 .OO 
$40 .oo 
$46 .oo 

$.95 per 1,000 gallons in ezcess of the minimum. 

~~~CLUSIOXrtS or I&!? 
1. Clemenceao and Cottonwood ate public eeltvice corporatione within the 

keanipg o f  Article XV of the Arizbna Constitution and A,B,-8. 540-281, I&-282, 

md 540-285- 

- 2, The Commiaaioa hag jurisdiction over Clemerrceau and Cottonwood and 

-4- 
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f the subject matter of the Application. 

3, There i a  a coetinuoue need for a d m m t i c  watex company t o  mrve 

resent  and future  customer^ in  the area propoeed t o  be transferred. 

4. Clemenceau i e  a tit a ~ d  proper entity to  receive a Gertificate for 

roaidiag of water u t i l i t y  service to the area proposed to be frenoferred. 

WEREFORE, IT IS O R I ) ~ ~ :  That Cottonwood Water Works is hereby 

utborized t o  transfer i t s  Certificate of PIIblic Convenience and Becaesity for 

he area described in Finding of Fact NO. 7 t o  Clerenccsu Water Company, Inc. 

IT IS IPZIRTBER ORDERED: mat che rates t o  be charged by Clemenceau Water 

ompany, fnc. t o  the mustomere in the transferred area shall remain the same as 

hoee ratee currently being charged unti l  further Ordex of the Cammission. 

XT IS FURTHER OWERED: That this Decision shall be ef fect ive  immediately. 

JAHES Milms, 
of the Arieona Corporation 

C d e s i o n ,  ba9e hereunto set  my hand and caused the 
o f f i c ia l  aeal of ’ this Cormnieeion t o  be affire at  the 

of Phoenix, this & day 
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JUN 7 1989 

DATE OF EEABIRC: & T C ~  27, 1989 

PUCE OF EtlsaaIRG: PhOenir, Arizona 

Janice Urbanic, Stsf f Attorney,  Legal Pivision, 
ob behalf of the Arisws Corporation C&htmi118ion 
Staff;  mid 

Charled D. Carrimon, President,  en behalf 
of Applicant, Cottomod tlattr Uorks, Inc. 

m COLMTSIXOLI: 

Applicant reqnertcd ut extenmiel) of its Ccxtifiutc of Convmience a t  

Phoenix, Arisons, em k c h  27, 1989. bpplicant appeared through it8 Rcsideni 

and the Com.immienqm B t i l i t i c a  Divirion 8taff ("Staff ") appenred tkougl 

cotmael. Evidence van prcoenrcd wmcerning the applicrtien, and at  thr 

cmc1uBion of the hearing, this t r t t e r  wan adjourned pending rubroi~bion of 4 

Seeamamended Opinion rmd Order by tbc Presiding Officer to rbe Cemmhrion. 
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BrscnssIpl 
Applicant i n  an Arirrraa corporation engaged io providing water eervice in 

Yavapai County, Arizona ("County"). The proposed CCG~~R extenaion i e  in the 

SQatheast CorPer of the City of Cottonwood, Arizona ("Cftp"). The CC&N 

ertensioa ie contiguoue t o  Applicant'e current certificated area. In f a c t ,  

Applicant ita curreatly rexviug approximately 25 t o  36 residential bttBtOUtQSB in 

the contiguou.s area. 

Applicant notified the 55 land owners in the area in queetioo, none of 

whom voiced any opposition t o  the application. fn addition t o  reeidential 

cuetamere in the extenaion mea, thete is a new ahopping center under 

COnstrUction aB well am a large parcel. of land that i e  owed by the Mingue 

Onion High School d i c h  could be developed a t  a later date. 

* * * * * * t * * 
Having considered the entire record herein sad being fully advieed in the 

ptemisee, the Cod0si0n f inds ,  concludes, and orders that: 

IIBDIB68 Dlr FACT 

1. Applicant ie an Arizona corptetiorr certificated by this Crnmieriar 

to provide water utility netvice te the public in certain pertions of the 

County. 

2. od January 31, 1989, Applicant f i l e d  am application tcquestinq 

p e d e s i o n  t o  extend its CCrn  t o  include 8 parcel adjacent to  ita preseatlj 

certificated mea and t~ Lemc said parcel nuder its presently authorire( 

rateo, charges, rules, regulatioo~t, and tonditionr of 8emice. 

3 .  The area proposed to be added to Applicant*s CCa# includee a portio1 

of the South Bal f  of Section 3 ,  a portion of the South Ealf of Section 2, and 1 

portion ef the forth Balf of Section 11, all in Townrhip 15 Rorth, Range : 

East, 6ila and Salt  River Baee and Meridim9 Yavapai County, Arirona, as nwm 

partitularly deucribed in Xxhibit Mo. 1 to thle  Order. 

-2- 
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4. Applicant n o t i f i d  all of the property owners iu the requested area 

of its propoaed application and$ to  dstt, has received m oppoaition. 

5. Applicant currently PemeB spprorimstelg 36 ~er idmt ia l  cuetomera i d  

the requested -01. 

6 .  Applicant b o  obtained the necessary franchiae from the City t a  

nerve the area wught by the application. 

7. Applicant baa the necessary technical expertise, water mpplies, a n d  

financial capability ‘ to service the area sought by the applicatLa ri’thoat 

adversely affecting exiutiw cuatttmtts. 

8 ,  HQ other public service corporation or namic~ppa’lly owned u t i l i t y  i r  

currently aenrimg the proposed area. 

COHcWIIXIIBII Qp U W  

1. Applicant i e  a pablic serwicc corporataoa within the mcaniag oi  

Article Iv of the Arieana t%tRSt&etttiO’D a d  A.E.S. 8#4@-281 sad 40-282. 

2. The Cosdaeion bas juriedictioe over Applicant and of the rubjecl 

satter of the application. 

3. 

4. Applicant i r  a fit m d  proper tntitp to bald  I CC&N for tbl 

Notice of the application ha* bem duly praridd. 

additiaaal territory norrght: . 
5 .  Public need urd ntcerr j ty  requite that a CC68 be irmcad in thi  

addi t iona l  territory. 

E?!!!!L 
IT IS StER€ZORl! b&DgBH, that the application (rf Cattonwad Water Rorb 

fmc . ,  for MI utenrion of its Certificate of Convdencc and ’Ileccemity ti 

prmide vatex rervice i n  Paoopri County, Arhona, for the art8 described in t h  

attacbed M i b i t  80. 1 iu hereby granted. 

IT 36 €!UR!kEEB agDmggP thrt the rarsm t o  be charged in thir 8dditieni 

territory shall be tbe same rate6 am thaw prestntly authorized for Cotitonmod 



. ,_. .r .. - . -  

XT IS FUBTIlEB ORDERED that this Decieioa s h a l l  becoae effective 

mmESs WmBOF, 1, u s  ~ ~ ~ ~ s ,  Executive Secrerary 
of the Arizona Corporation Copamieeien, bave hereunto eet 
my hand and caueed the official  eeal o f  this C o d d o n  t o  
be affixed nt the Capitol ,  in the City  of Phoenix, thie 7 day OX* -, 1989. 
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DECISION NO. &$qfl - WCKET NO. P-1045-89428 

Re: LEGAL OE$CRlR[Or{ - ADDITION 10 FRAFimMUI. .-- 

A portion o f  the  Sf of Section 3, a portion o f  the S t  of Sectlon 2 and 
a portion a f  the Nt o f  Section 31, all I n  't15N, R3E, BBSRBM, Yavapal 
County, Arizona, more particularly described as follows: 

BEGINNING a t  the SE corner o f  said Section 3; thenw t4B9b47'59"11, along 
the South line of satd Section 3, a distance of 2661.53 feet t o  the South 
quarter-corner o f  said Section 3; thence N89"36t52HW, along the Sauth l ine  
o f  said Section 3, a distance o f  2650.26 f e e t  to the SW corner o f  said 
Section 3, a point which l i es  two (2) miles frm the corner common t o  
Sectiohs 27, 28, 33 and 34, belng the radius point o f  the existing franchlse 
area o f  Cottonwood Water Works, Inc.; thence Northeasterly, on a curve to 
the l e f t ,  having a radius of 10,560 feet (2 miles), through I central angle 
of 42°25'02n, a distance of 7817.80 feet to the Easterly city limit o f  the 
Ci ty  of'Cottonwood; thence SOOol5'E; along said clty l l m i t  tine, a distance 
o f  132.90 feet; thence continuing along the  City o f  Cottonwood c i ty  Iln4t 
line 'the following courses and distances: 
feet;  thence R161e48'E, a distance a f  290.6 feet t o  a p o h t  on the East ltne 
o f  the SWi o f  said Sectfon 2, which lies S0Ob31'E, a distance o f  188.3 feet 
f rom the center o f  said Section 2; thence 300°31'E, a distance of 1132.1 
feet t o  the tvtl corner of the EIMf SW4 of said Section 2; thence S89621'El a 
distance o f  144.0 fieet; thence SOUTI1. a dlstance o f  374.4 feet; thence 
N78"44'U, a distance of 173.7 fee t ;  thence 580Q20'U, a distance o f  87.0 feet; 
thence S21*12'E, a djstance o f  240.0 feet t o  a point which Ifes 300.0 feet 

Northeasterly o f  the Northeasterly right-of-way line of State Hfghway 279; 
thence S23°47@50"E, on a 1-5ne parallel and 300.0 feet  Northeasterly of the 
Northeasterly right-of-way line of State  Highway 279, a distance o f  1663.5 
feet t o  the Northresterly right-of-way line o f  MongJnf Drive;' thence 
N66*12'10"E, a distance o f  50.4 feet, more or less, to a point from which 
the North quarter corner o f  Section 11, T15N, R3E, bears lQ6357'25'Y, a 

EXWBTT NO. 1 - Pg. 

S60°48@E, a dfstance o f  658.4 

, distance of 570.13 feet; thence continuing N66"12*10"E, 8 dlstance of .. 

.. 332.55 feet; then~eS81~25'48"E, a distance of 102,09 feet; thence 
.'~-359°5*07*E, e dlstance of  84.57 feet; thence SH002'36"E, -a - . $4rtsnce * :. , of  

- 
%.78 feet; thence $93*04'24"E, a distance of 82.79 feet; :.mcnCc S54612'12"E, 
n distance of 84.30 feet; thence S66°12'10"W, a distance of 554.85 feet; 
thence S29@09'Ec .II dlstance ~f 894.0 feet, mre or  less, t o  a polnt an the 
South line of  the  Nf NE4 of sard Section 11, which point i s  350 feet  North- 
easterly of the Northeasterly rfght-of-way line o f  State  Highway 279; thence 
N89*48'W, along sald South ltne. I dtstanca of 1103 feet ,  mre or less, to the 

4.. 

, **. * . 

w--*L *---&L -*a---A4n* l 4 n o  nf cnid LCpctlan 11: thence N89046'28*W. a dfsbnce 



DECISION NO. 6 6 5 q  
DOCKET NO. E-1045-89-028 

EXBIBIT NO., J. - Pg. 2 

of 2458 feet.  more or less, along the South l i n e  of the Nf NW) of said Section 11, 
t o  a point  50.0 feet  Westerly of the  centerlDne o f  Old State Highway 279, 
measured perpendicularly to said centerline; thence along the line 50 f e e t  
Glestetly of  and parallel to said centerljne, N17"05W"E, a distance af 28.6, 
feet,  more or less, to the beginning of a tangent curve t o  the right; thence 
continuing along the line 50 feet  Wziterly o f  and parallel to s a i d  centerline, 
Northeasterly along a curve t o  the right ,  having a radius of 527.46 feet, 
through a central angle o f  14"18'00", an arc length o f  131.64 feet, to a point 
of  tangency; 

line, N3lv23'0S"E, a distance o f  1350.08 feet  to the beginning o f  a tangent 
curve to the l e f t ;  thence continurng along the line 50 f e e t  hesterly of safd 
centerlCne, atony a curve to the.left having a radius of 236.48 feet, through a 
central angle o f  01"03'34", an arc length of 4.37 feet,  to a point on the North 
line of said  Section 11; thence 589"44'10"W, along the North l i n e  of said 
S e c t i a i 1 1 ,  a dfstance o f  962.84 f e e t  to the POINT OF BEGINNING. 

thence continuing along the lJnc 50 f e e t  Westerly of said center- 

' 

I 

... .. 
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EXHIBIT D 

- Yard: 
Company Assets to be transferred with Sale 

1978 Case 580C tractor whoader and backhoe 

Hydraulic trash pump for tractor 
Wacker trench compactor 
3 Wacker cut-off saws 
AC pipe lathe and power head 
Chain break tool 
Gas Trash pump 
All concrete masonry block 
Concrete Meter boxes and lids 
Ductile pipe in 4” - 12” 
All AC pipe 
All potable water pipe 
Water main fittings, hydrants, and valves 

w/accessory sets and gaskets 
All equipment manuals 

Serial # 8977169 

Office: 

3 Service trucks equipped with service bodies, including tools 
1985 Ford F-150, VIN# lFTEF15Y6RLA42953 
2003 Ford F-250, vLN# lFTNF20L63EB70235 
2003 Ford F-250, VIN# lFTNF20L93EB77096 

All Pumps and Motors 
All Brass service fittings 
All Repair Clamps 
All Galvanized fittings 
Meters and repair parts 
Two billing computers and printers 
Pipe tapping tool and power head 
All copper pipe and fittings 
Chlorine tanks and pumps 
Pipe threader 
Wheel Grinders 
Drill press 
Electric Trash pump 



EXHIBIT E 



EXHIBIT E 

Property 

The following parcels are included in the sale of property assets. 

Clarkdale: 406-27-0058 Clarkdale Well #3, 89A Reservoir 
406-27-01 3A Verde Panorama Tank 
406-27-032A Verde Panorama Pumps 
406-28-004B * Clarkdale Welt #I; Well #2 

Cottonwood: 406-06-248C" 
406-08-005B 
406-22-053 
406-22-068A 
406-22-070 
406-23-035L* 
406-32-077 
406-42-065 
406-42-1 OOA 
406-42-1 05N 

Well #5 Guidance Clinic 
Well #8, Well #9 
Well #2 
Cactus Booster 
Cactus Tank 
Well #I 
Trails End Tank 
Well #3 
Well #4 
Well #7 

* Parcel Adjustments In Process 
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SURVEYING a ENGINEERING, INC. i 

Land Description 
Parcel GY-1 
Page 1 of 1 

Job Name: Garrison 
Section 28, TlGN, R3E 

Date: 30-May-2005 

A parcel of land being a portion of the Southwest Quarter of the Southeast Quarter Section 
28, Township 16 North, Range 3 East, of the Gila and Salt River Base and Meridian, Yavapai 
County, Arizona, also being a portion of that property recorded in Book 3292 of Official 
Records, Page 555 hereinafter referred to as record, and a portion of that property recorded 
in Book 3292 of Official Records, Page 558 hereinafter referred to as recordl, more 
particularly described as follows: 

COMMENCING at the locally accepted South Quarter Corner of said Section 28, 
a found 112 inch rebar with an affixed brass tag stamped “Found LS 32224 from 
which the locally accepted Southeast Corner of said Section 28, a found 3/4 inch 
hex bolt, bears South 88 degrees 53 minutes 44 seconds East, a distance of 
2596.27 feet; 

thence South 88 degrees 55 minutes 05 seconds East, along the south line of 
said Section 28, a distance of 825.36 feet (South 88 degrees 51 minutes 35 
seconds East, a distance of 825.24 feet record) to a found 112 inch rebar with 
plastic cap stamped “LS 13015” and the POINT OF BEGINNING; 

thence North 02 degrees 50 minutes 04 seconds West, a distance of 236.83 feet 
(North 02 degrees 47 minutes 50 seconds West record & recordl) to a set 1/2 
inch rebar with aluminum tag stamped “LS 32224”; 

thence South 86 degrees 58 minutes 08 seconds East, a distance of 124.81 feet 
to a set 1/2 inch rebar with aluminum tag stamped “LS 32224”; 

thence South 01 degrees 44 minutes 19 seconds East, a distance of 232.36 feet 
to a set 112 inch rebar with aluminum tag stamped “LS 32224” and a point on the 
south line of said Section 28; 

thence North 88 degrees 53 minutes 38 seconds West, a distance of 119.99 feet 
(North 88 degrees 53 minutes 38 seconds West, a distance of 120.00 feet 
record) to the POINT OF BEGINNING. 

Containing an area of 0.65 acres, more or less. 

END OF DESCRIPTION 

PO BOX 1245 COTTONWOOD, AZ 86326 928-649-0949 FAX 928-639-3801 
1010 N. MAIN STREET- OLD TOWN COTTONWOOD 



CORJSIERS'IONI SURVEYING & ENGINEERING. INC. 

Land Description 
Parcel GH-1 
Page 1 of 2 

Job Name: Garrison 
Section 31, T16N, R3E 

Date: 20-June2005 

A parcel of land being a portion of the Southwest Quarter of Section 31, Township 16 North, 
Range 3 East of the Gila & Salt River Base & Meridian, Yavapai County, Arizona, more 
particularly described as follows: 

BEGINNING at a found 112 inch iron pipe with an affixed brass tag stamped 
"Found LS 32224", which lies North 60 degrees 09 minutes 15 seconds West, 
2102.54 feet (North 60 degrees 02 minutes 37 seconds West, 2101.49 feet per 
Book 516 of Official Records, Page 535 hereinafter referred to as RECORD) 
from the Southeast Corner of Section 31 a found 112 inch rebar with no 
identification; 

thence North 13 degrees 36 minutes 41 seconds West (North 13 degrees 32 
minutes 10 seconds West RECORD), 292.96 feet to a found 112 inch rebar with 
an affixed brass tag stamped "Found LS 32224"; 

thence North 13 degrees 48 minutes 46 seconds West (North 13 degrees 32 
minutes 10 seconds West RECORD), 282.04 feet to a found bridge spike and 
affixed a brass tag stamped "Found LS 32224"; 

thence South 78 degrees 31 minutes 00 seconds East (South 78 degrees 31 
minutes 00 seconds East RECORD), I01  -36 feet to a found 112 inch rebar with 
plastic cap stamped "LS 19853'; 

thence South 78 degrees 26 minutes 55 seconds East (South 78 degrees 31 
minutes 00 seconds East RECORD), 199.86 feet to a found 112 inch rebar with 
plastic cap stamped "LS 19853"; 

thence South 78 degrees 27 minutes 06 seconds East (South 78 degrees 31 
minutes 00 seconds East RECORD), 350.13 feet to a found 112 inch rebar with 
plastic cap stamped "LS 19853"; 

thence South 78 degrees 31 minutes 24 seconds East (South 78 degrees 31 
minutes 00 seconds East RECORD), 226.10 feet to a set 112 inch rebar with 
aluminum tag stamped "LS 32224"; 

PO BOX 1245 COTTONWOOD, AZ 86326 92W9-0949 FAX 928-639-3803 
1010 N. MAIN STREET OLD TOWN COTTONWOOD 



CORNERSTON'E SURVEYING & ENGINEERING, INC. 

Parcel GH-1 
Page 2 of 2 

Section 31, T16N, R3E 
Date: 20-June2005 

thence South 1 degrees 47 minutes 41 seconds East (South 1 degrees 59 
minutes 15 seconds East RECORD), 104.42 feet to a found 112 inch rebar with 
no identification and affixed a brass tag stamped "Found LS 32224"; 

thence South 2 degrees 02 minutes 37 seconds East (South 1 degrees 59 
minutes 15 seconds East RECORD), 218.18 feet to a set 1/2 inch rebar with 
aluminum tag stamped "LS 32224"; 

thence South 87 degrees 10 minutes 18 seconds West, 204.95 feet to a set 1/2 
inch rebar with aluminum tag stamped "LS 32224"; 

thence South 87 degrees 16 minutes 47 seconds West, 242.47 feet to a set 112 
inch rebar with aluminum tag stamped "LS 32224"; 

thence South 2 degrees 46 minutes 40 seconds East, 25.00 feet to a found 112 
inch iron pipe with affixed brass tag stamped "Found LS 32224"; 

thence South 87 degrees 09 minutes 34 seconds West, 289.21 feet (South 87 
degrees 17 minutes 20 seconds East, 289.84 feet RECORD) to the POINT OF 
BEGINNING. 

Containing an area of 7.91 acres, more or less. 

END OF DESCRIPTION 

PO BOX 1245 COTTONWOOD, AZ 86326 928-649-0949 FAX 928-639-3801 
1010 N. MAIN STREET OLD TOWN COTTONWOOD 



Land Description 
Tract GW-1 
Page 1 of 2 

Job Name: Garrison 
Section 4, T15N, W E  

Date: 28-July-2005 

A parcel of land being a portion of Section 4, Township 15 North, Range 3 East, of the Gila 
and Salt River Base and Meridian, Yavapai County, Arizona also a portion of that property 
recorded in Book 2309 of Official Records, Page 745 hereinafter referred to as record, more 
particularly described as follows: 

COMMENCING at the locally accepted northeast corner of said Section 3, a 
found 1/2 inch rebar with no identification, from which the northwest corner of 
said Section 4, a found GLO brass cap stamped “1917”, bears North 89 degrees 
54 minutes 46 seconds West, a distance of 5293.73 feet; 

thence South 00 degrees 14 minutes 08 seconds West, a distance of 176.21 feet 
(South 00 degrees 15 minutes 48 seconds West, a distance of 173.89 feet 
record) along the east line of said Section 4 to a found 5/8 inch rebar with plastic 
cap stamped “LS 32224” and a point on the southerly right of way line of US. 
Highway 89A per book 9 of Maps and Plats, page 89; 

thence continuing South 00 degrees 14 minutes 08 seconds West, a distance of 
557.28 feet (South 00 degrees 15 minutes 48 seconds West record) along said 
east line to a found 1/2 inch rebar with obliterated plastic cap and affixed a brass 
tag stamped “Found LS 32224” and the northwest corner of that property 
described in book 1221 of Official Records, page 955; 

thence continuing South 00 degrees 14 minutes 08 seconds West, a distance of 
36.70 feet (South 00 degrees 15 minutes 48 seconds West record) along said 
east line to a set 1/2 inch rebar with aluminum tag stamped “LS 32224” and the 
POINT OF BEGINNING; 

thence continuing South 00 degrees 14 minutes 08 seconds West (South 00 
degrees 15 minutes 48 seconds West record), a distance of 131.07 feet along 
said east line to a set 112 inch rebar with aluminum tag stamped “LS 32224”; 

thence North 89 degrees 53 minutes 34 seconds West, a distance of 343.29 feet 
to a set 1/2 inch rebar with aluminum tag stamped “LS 32224” and a point on thq 
westerly line of said record parcel; 

PO BOX 1245 COTTONWOOD, AZ 86326 928-649-0949 FAX 928-639-3801 
IOIO N. MAIN STREET. OLD TOWN COTTONWOOD 
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thence North 03 degrees 16 minutes 32 seconds West (North 03 degrees 16 
minutes 32 seconds West record), a distance of 101.97 feet along said westerly 
line to a found 518 inch rebar with plastic cap stamped “LS 13015”; 

thence North 03 degrees 21 minutes 55 seconds West (North 03 degrees 21 
minutes 55 seconds West record), a distance of 31.36 feet along said westerly 
line to a set 1/2 inch rebar with aluminum tag stamped “LS 32224”; 

thence South 89 degrees 33 minutes 47 seconds East, a distance of 351.51 feet; 
to the point of beginning. 

Containing an area of I .05 acres, more or less. 

END OF DESCRIPTION 
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EXHIBIT F 

CAPITAL EXPENSES 

1/27/05 thru 6/30/05 

Electric pumping Equipment 

Water Treatment Equipment 

Meter Services 

Meters 

Meter Installations 

$ 2,343.38 

1,229.10 

795.70 

2,783.51 

6,411.50 
i!LGG&m 



EXHIBIT G 

G 



EXHIBIT H 



B 



WHEREAS, the qualified electors of the City did, at an election duly held on 
March 13,2001, in accordance with Arizona Revised Statutes Section 92514, authorize 
the City to engage in the  water utnlity business, and to construct, purchase, acquire or 
lease any plant or property or portion thereof devoted to the bushtess m services 
rendered by a public utility either within or without the corporate limits of the City as 
set  forth in Mmna Revised Statutes, Title 9, Chapter 5, Article 2; and 

WHEREAS, the Council unanimously finds that potable water used for domestic 
and household consumption; commercial and industrial uses; fire protedion; meat ion ;  
and other purposes; along with the was, pumps, tanks, pipes and other infrastructure 
used to collect and distribute that water, is an essential public resource, which should 
former be managed fur the public benefit; and 

WHEREAS, the Council UnanimDusly finds that it iS in the best long-term 
interests of the people of this City for the City to acquire from its currmt owner, 
Cottonwood Water Works, Inc. (CWW), and to own and operate for the k & t  of the 
people of the City horn this time forward, tihe City's water utility system, for reasons 
that include, but are not limited to: 1) gaining the ability to take direct, immediate and 
effective action to dramatically reduce the levels of arsenic - a naturally OCCUIT~II~, 

known carcinogen - currently found in all of the system's water suppliees, to levels 
mandated by die federal Safe Drinking Water Act and the United States Envirommtal 
Protection Agency; 2) gaining thc ability to substmtidly enhance fire safety in the C I ~  
by increasing water pressure to certain portions of the system where such water 
pressure is presently inadequate to support effective fire suppression efforts; 
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3) creating, when joined with the City's existing water utility system, economies of 
scale which will substantially bendit all of the system's users, both withir~ and outside 
the City; 4) substantially enhancing the City's ability to acquire and/or develop 
additional water resources, to help ensure the long-term health and prospcrrjty of the 
City and its people, now and for future generations; an4 5) allowing the City to 
promote and encourage water conservation among aU. of the system's users through the 
City's progregsive rate structure; and 

k"EREAs, ~e Council has been advised and therefore finds that the City's 
water utility system can be acquired with proceeds from certain financid instrtvnents 
known i% pledged revenue obligations issued by the City's Municipal Property 
Corporation (MErc) - which is expected to acquire and subsequently lease the system to 
the City for and during the term of such obligations - and further, that the City can 
meet d of its linancial obligations to the WC, as well as pay all other costs and 
expenses necessary and incidental to the ownership and operation of the system, 
without any hrnediate increase in the City's currently effective rates and charges for 
water; and 

MrKERlEAS, the Council finds that the City's acquisition, ownership and 
operation of the sys- will in fact help keep water rates in the Gty lower over the long 
term than .they would otherwise be if the City did not acquire the sysfem; and 

WHIGREAS, although the C o m d  recognizes that the rates the City charges for 
water - which are the rates that will be charged to CUfTent customers of CWW within 
the City and outside the City (excepting those customers within the corporate limits of 
fhe Town of Uarkdale, which may esfablish different and separate rates from those of 
the City upon acquisition of the system) are substantially higher than those presently 
charged by CWW, the rates curren'cly charged by CWVV are well below the rates that 
most other Arizona residents pay for water, and were destined to rise to levels that 
approach, equal or exceed the City's current rates in the very near future, for reasons 
that indude the requkernent that all public water gystems will be required to comply 
with federal safe drinktng water standards for arsenic from and after January 23,2006; 
and 

WHEREAS, the City's current rate structure is comparable to the rates paid by 
Most othcr Arizona residents; and 

m, the City has negotiated a mutually acceptabk agreement with 
Cofkx-wood Water Works for the acquisition of all of the company's business assets, 
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which will enable the City to acquire, own, manage and operate the water utility system 
for the benefit of its citizens, without the considerable expense and mcmtainty of 
acquiring the company through condemnation proceedinp; and 

M?FEEEAS, the Town of Qarkdale has joined and cooperated with the City in its 
efforts to acquire all of the business assets of CWW, with the understanding and 
expectation that once those assets are acquired, the portion of those assets that Lie 
within and serve &e Town will be trderred to the Town on terms that are mu&ay 
acceptable and beneficid to both communities; and 

" E R E A S ,  c& other agrcmmts are presently being negotiated between the 
c o m ~ t i e s  which will further the interests of both communities in joint and 
cooperative water resource managementJ utilization, development and conservation; 
and 

WEREAS, the City's Municipal Property Corporation, which is able and 
expected to authorize the issuance of the revenue obligations necessary to fund the 
acquisition of the system, along with certain immediate system improvements and 
ofher c a k  and expenses rclated*to the acquisition of the business assets of CWW, i s  
expected to me& in the neaa future for the purpose of considering whether to authorize, 
for and on its o m  behalf' the execution of the Asset Purchase Agreement for the 
purchase md Sale of the Business Assets of Cottonwood Water Works (the "Asset 
Purchase Agreement"), a copy of which is attached to this Resolution; and 

IVEEZEAS, the Town Council of the Town of Clarkdale is scheduled to meet on 
this same night to consider and possibly decade whether to authorize for and on its own 
b d d f  the execution of the. above-described Asset Purchase Agreement; and 

b as, due to the extreme volatility of the currently favorable (from the 
City's perspective) interest rate envifionment into which the above-desdkd revenue 
obligations are to be sold; as well as the need to expedite the system improvmmts 
related to fire flow enhancement and arsenic removal described above, so as to preserve 
and enframe the public health and safety; the Council hereby h d s  and declares an 
emergency situation to exist. 

NOW, IfflEREFQRE, BE IT RESOLVED BY ?;HE MAYOR AND CITY COUNCIL 
OF TWE CITY OF COTTONWmD, A.HZONA, AS POLLOWS: 



Secticm I. The  Asset Purchase Agreement, attached hereto, between the City of 
Cottonwood Munjcipal Property Corporation, the City of Cottonwood, the Town of 
Clarkdale and the Cottonwood Water Works, IC., for the Purchase and Sale of the 
Business Assets of Cottonwood Water Works, i s  hereby approved, and the Mayor is 
hereby authorized to execute the Agreement on beh& of the City of Co~onwood. 

Section 2. The City Manager is hereby authorized to negotiate and agree to my 
non-materkl changes OX corrections to the version of the Agreement attached hereto 
before presenting it to the Mayor for execution. 

Section 3. Because of the need to expedite the acquisition of the City's water 
u a t y  system so that the system may be acquired before any dramatic rise in long-term 
interest rates occurs (which couId make acquisition of the system economically 
impractical), and because of the need to expedite the arsenic removal and fire flow 
mhancemen~ described above in order to protect and preserve the public health and 
safety, an emergency is hereby declared to exist, and this Resolution shalI tlzerefore be 
immediately effective, 

PASSED AND ADOPTED BY THE QTY COTJNCL AND APPROVED BY THE 
MAYOR OF THE Cl"Y OF COTTONWOOD, ARIZONA, THLS 12W DAY OF JULY 
2005. 

APPROVED, AS TO FORM: 

Steven B. Horton, Esq. 
Mangum, Wall Stoops and Warden, P.L.L.C. 
City Attorneys 



August 8,2005 

Cottonwood Water Works. he. 
1042 N. Main St. 
Cottonwood, A2 86326 

Re: Asset Pwchare Agreement 

Ladies and Gentlemen: 

This rirm serves as City Attorneys for the City of Cottonwood, Arizona ("the 
City"). In that capacity, we have assieted t he  City In negouating a certain Asset 
Purchase Agreement (also referred to herein as the "Purchacse Agrccment" Or 
"Agreement") between Cottonwood Water Works, hc., an Arizorla corporation I"fie 
Company"), the City, the Cottonwood Municipal Property Corporation ("MpC"). and the 
Town of Clarkciale, Arizona ("the Town"), for tlnc purchase of the Business Assets of the 
Company by the MPC, pursuant to the terms of a letter ~f intent executed by the 
Company, City and Town on or about January 27,2005. 

As used in this opinion, the phrases "our knowledge" or "actual knowledgeL 
refer to the knowledge of the attorneys w i t h  our flrm who have been directly involved 
in assisting the City fn this transaction, and signifies that, in the course of ouf 
representation of the City in this matter. no facts have come to o w  attention that 
would constitute actual knowledge or actual notiice that any opinions expressed fierein 
are not accurate. Moreover, we have undertaken no independent investigation or 
v~rificat;lon of any matters not specifically mentioned herein. 

For the purposes of rendering tbjs opinion, we have cxarmn * edthefoUowing: 

1. The above-described Ass& Purchase Agreement; 

2. Resolution number 2134, authorizing the City to enter i n t o  the Asset 
Purchase Agreement. 

W e  have also examined such other agreements. instruments, documents, 
statutes and rules w e  deemed to be appropriate or necessary in order to render t h e  
opinions expressed below. in renderlog lhi5 opinion, we have relied, to the extent we 
deemed reasonable, upon certain representations and information given to UB by 
various individuals, including without limitation certain City offlcials, employees, 
contractors and/or agents as to matters of fact of wMch the individuals malzlng such 
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representations or providing such information did or were ia. a position to have 
bowledge. Furthermore, with your permission, we have assumed the followllng; 

L. The authmticlrty of aU signatures not witnessed; 

2, That each natural person executing the Asset Purchase Agreement or 
otherwise significantly involved in this transaction, has the legal 
competency, authority, and capacity to execute such documents and/or to 
wry out their respective role m the transaction; 

3. That the Asset Purchase Agreement accurately and completely redtes the 
parties' mutual Intent and understanding; 

4. That the partfes have entered into, and intend to carry out the pwposes of 
the Asset Purchase Agreement in accordance with its terms, and that they 
have acted. and will at all times act equitably, in good faith, in a 
commercially reasonable manner, and in compliance with all applicable 
regulations, wlthout fraud or duress; 

5. That all documents or reproductions provided to us by any kd.ividual or 
entity are authentic, and truthfully and accurately describe the matters they 
purport to describe; 

6. That the partiea to the Asset Purchase Agreement have the power and 
autborlty to execute, deliver and perform all agreements executed by them 
and that they have duly and validiy executed and delivered such documents 
and agreements: and 

7. That all repre8entatlons and certifications provided to us or obtained by us 
from any source whatsoever, are genuine, accurate and complete, and that 
no fraud OF dishonesty did or does exist wlth respect to any matter relevant 
to o w  opinions expressed herein. 

Based upon and subject to the foregoing, and to the additional limitations and 
qualifications set forth below. we are of the opinion that: 

1. 

2. 

3. 

4. 

The City i s  a duly organized and validly existing Arlzana municipal. 
corporation, of perpetual duration; 

That the City has the legal authority and abiuty to enter into the Asset 
Purchase Agreement, and to perform its covenants and duties recited 
therein, subject to all of the contingencies set forth therein; 

That the. cxccution and delivergr of thc Asset Purchase Agreement by the 
City has been authomed by the City Council in a properly noticed and 
duly convened public meeting; 

That no further consent, approval, authorization, or other action by or 
fillng with any federal, state ,or other local authority is required in 
connection with the executlon and delivery of the Asset Purchase 
Agreement by the City; 
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5. That the Asset Purchase Agreement constttutees a legal, valid and binding 
obligation of the City, enforceable by its terms, although, as a matter of 
law, each and every payment obligation of the City reclted h the 
Agreement that will not be fully performed and satisfied on the Closing 
Date, is conditioned and contingent upon the future availability, 
allocation a.nd approprtatlon of funds adequate to satisfy such obligation, 
by action of the City Council. Moreover, the enforceability of the 
Agreement may be subject to or limited by future citizens' initiative, 
referendum. court action, or by bankruptcy, Ixxsolvency, reorganization. 
atrangerncnt, moratorium, or other s W a r  laws relating to or aflFecting 
the rlghts of qeditors. The elnforceabflity of the Agreement is also subject 
to general princfples of equity, and to the qualification that certain 
waivers, procedures, remecties. and/or other provisions of the Agreement 
may be uxlcnforceable under or limited by state or federal law, although 
the Agreement provides that any partial unenforceabillty or judicially 
Imposed limitations wlu not sender the Agreement a8 a whole irwalid or 
unenforceable as to those provisions not rendered invalid; 

6. That, to our knowledge, the execution and delivery of the Asset Piltchase 
Agreement will not violate any currently effective ordinance or' regulation 
of the City; and 

7. That there is no litigatfoa or other proceeding pending or, to the beet of 
our knowledge, threatened that would challenge or materially affect the 
City's abfity or authority to perform its obligations under the Agreement. 

The opinions .expressed above are subject to the following additional 
qualifications and limitations: 

1. Ths firm did not participate or represent the Ciiy in the negotiation of the 
material terms related to the; consideration being paid in exchange for the 
Business Assets of the Company (includiag, without limitation, the 
assumption of certain substantiaI financial obligations of the Company), or 
in the acquiescence by the City to certain substantial limitatlons regarding 
the furnishtag of representatiorxa, warranties, and indein;nities by t he  
Company. Fufihermore, this firm did not conduct or cornmission any 
independent investigation into the condfMon or value of the Company's 
Business Assets, and we specifically disclaim any expression of opinion 
rcgardixlg the fainzeas or lawfulness of the consideration b e g  furnished to 
the Company in exchange for the Business Assets under the Agreemcnt. 
and we further c;tisclaim any expression of opinion regarding any matter 
that would properly be considered to be in the nature of a business risk in 
the context of a transaction of this nature. 

2. We specifically disclaim any expression of opinion regarding any federal or 
state tax, environmental, public health, or labor Iaws, rules or regulations, 
zoning matters or applicable building codes or ordinances, or the mstcnce 
or quality of title to red property, or necessary easements, or the effect of 
such matters on the opinions expressed herein. 
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3. The opirrions expreaaed herein are specifically llrnited to the matters 
addressed herein and no other oplnion is expressed or may be inferred 
herefifrorn. Furthermore, the opinions expressed herein are based on t h e  
law and facts as we understand them to be as of the date of this letter, and 
we undertake no continuing duty or obljgation to revise or supplement any 
opinion expressed herein In response to any subsequent changes in facts, 
laws or other matters upon which we have relied in rendering this opinion. 

The oplniana f2XpresSed herein are limited to the  laws of the State of 
Arizona, and apphcable federal law. No opinion is errpressed as to the law 
of any other jurisdiction (other than the City itself) or upon any matter 
related to conflicts of law and we assume no liability for the effect: of any 
such laws or principles on the parties, the Agreement, or the opinion8 
expressed herein. 

This opinion is being furnished to the Company for i ts  benefit aloac and no part 
of thfs opmlan may be used or relied upon by any other person or entity, or by the 
Company for any purpose other than the purpose contemplated by the Asset Purchase 
Agxeement and the transaction contemplated thereby. 

4. 

Sincerely, 

MANGUM, WALL, STOOPS 8r WARDEN. P.L.L.C. 

Steven 'B. Horton 
For the Firm 
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RESOLUTION NO: 1154 

A RESOLUTTON OF THE COMMON COUNCIL OF THE TOwly OF 
CLARKDALE, ARIZONA, ADOPTING AN ASSET PURCHABE 
AGREEMENT -EN THE CITY OF CQ1"cONwOOD MUNICIPAL 
PROPERTY CORPORATION (hereinafter referred to as the "MPC''), 
TRE CITY OF C0T"ONWOOD [her-'= referred to as the YCiq"), 
THE TOWN OF CLMKDAL& (herehafter rd-ed to the @"), 
AND THEF; COTTONWOOD WATER WORKS INC. FOR THE PURCHASE 
AWD BALE OF TH& BUSINESS A S S m  OF COTTONWOOD WATER 
WORKS (heddter referred to  as W W ) ;  AUTH0RIZ"G THE 
MAYOR TO -UTE THE AGRIBElKENT OH THE TOWIPS BEHA&& 
AU'l'HORJZIIUG THE TOWN MANAGER TO " W T E  ARD AGREE 

THE AGR@EMEHT TO THE MAYOR FOR SIGNATURE, AHD 
DECLARING AN EMERGENCY. 

TO ADDM'IONAL NON-MATERIAL C W G m  BEFORE PREECERTING 

WHEREAS, the qualified electors of the Tom did, at an election duly 
held on March 14, 2000, authorize the Town to engage in the water 
utility business; and 

WEREAS, the Council unanimously finds that potable water used for 
domestic and household conmmption, mmerciaf and industrial uses, 
fire protection, remation and other purposes, dong with the wells, 
pumps, tanks, pipes and other inftastructure used to acquire and 
&tribute that water, is an essential public resource, which should 
forever be managed for the public benefit; and 

' 

WHEREAS, the Council una#jmously finds that it is in the best long- 
term interests of the people of this Tom for the Town to acquire from its 
current owner, Cottonwood Water Works, Inc. (Cww), and to own and 

the Town's water utility system, for reasons that include, but arc not 

action to dramatically reduce the levels of arsenic - a naturally occurring, 
known Carcinogen - currently found in all of the system's water supplies, 
to revels mandated by the federal Safe Dthking Water Act and the United 
States ~vj rommtd Protection Agency; 2) gaining the ability to 
substantinUy cnhance fire safety in the Town by increasing water 
pressure and upgrading WPa.structure to certain portions of the system 
where such water pressure and/or i n w c t u r e  is presently inadequate 
to support effective fire suppression darts; 3) creating, through a joint 
Operation and Maintenance Agreement with the City of Cottonwood's 
existing water utility system, economies of scale which dl substantially 
benefit aIl of the system's users, both within and outside the Town and 
the City; 4) substantidy enhancing t h e  T m ' s  ability to acquire and/or 

I operate for the benefit of the people of the Town from this time forward, 

limited to: 1) gaining the ability to take direct, immediate and effective 
~ 



develop additional water resources, to help ensure the long-term health 
and prosperity of this Town and its people, now and for future 
generations; and 5) allowing the Town to foster water conservation 
among current users of the system through the hplementation of its 
progressive rate structure; and 

WHEREAS, the Council has been advised and therdore finds that it is 
proper, necessary and desirable for those portions of the Cottonwood 
Water Works system located within the Town of Clarkdale to be acquired 
and upgraded With proceeds &om certain financial instruments known 
as pledged water system revenue obligations to be executed and delivered 
for such purpose for the City of Cottomood to then simultaneously sell 
those portions of the Business Assets located within the Town to the 
Town pursuant to an Intergovernmental Utilities Purchase Agreement, - 
and further, that the Town can meet .all of it3 lhar-xid obligations to the 
City, as well as pay all other costs and expenses necessary and 
incidental to the ownership and operation of the system, by establishing 
rates and charges for water in an amount necessary to meet such 
obligations; and 

WHEREAS, although the Council fully recognizes that the rates the Town 
proposed to charge for water are substantially bigher than those 
presently charged by CWW, the rates amenfly charged by C W  are well 
below the rates that most other Arizona residents pqy for water? and were 
destined to rise to levels that approach, equal or even exceed the Town’s 
proposed rate3 in the very near future (for reasons that include the need 
to cornply with federal safe drinking water standards for arsenic, which 
take effect on January 23,2006); and 

WHEREAS, the Town’s proposed rate structure is comparable to the 
rates paid by most other Arizona residehts; and 

W E W S ,  the T o m  and the City have negotiated a mutually acceptable 
agreement with CWW for the acquisition of all of the company’s business 
assets, which wjU enable the Town to acquire, o m ,  manage and operate 
its own water utility system €or the benefit of its citizens, without the 
considerable expense and uncertainty of acquiring the: company through 
bndemnation proceedings; and 

WHEREAS, the Town has joined and cooperated with the City in its 
efforts to acquire all of the business assets of CWW, with the 
understanding and expectation that once those assets are acquired, the 
portion of those assets that lie within and serve the Town will be 
transferred to the T m  on terms that are mutually acceptable and 
beneficial to both communities; and 



WHEREAS, certain other agreements are being negotiate1 ,elmeen the 
communitiks which witl f i k e r  the inteerests of botGmnmunities in joint 
and cooperative water resource management, utilization, development 
and conservation; and 

WHEREAS, the City Council of the City of Cottonwood and the Board of 
Directors of the City of Cottonwood Municipal Property Corporation are 
scheduled to meet soon and will consider and may decide to authorize for 
and on their own behalf the execution of the Asset purchase Agreement 
for the Purchase and SaIe of the Business Assets of Cottonwood Water 
Works (the &Asset Purchase Agreementn), a copy of which is attached to 
this Resolution; and 

WHEREAS, due to the extreme volatility of the currently favorable (fmm 
the City and Town’s perspectives) inter& rate environment into which 
the above-described revenue obligations are to be mld; as well as the 
need to -ate the system improvements related to fire flow 
enbancement and arsenic removal described above, sa as to preserve and 
enhance the public health and safety; the Council hereby finds and 
declares an emergency situation to dst. 

NOW, THERl3FORE, BE IT RESOLVED, BY THE MAYOR AND COMMON 
COUNCIL OF THE TOWN OF CLARKDAZcE THAT: 

Section 1: The Asset Purchase Agreement, attached hereto, between the 
City of Cottonwood Municipal Property Corporation, the city of 
cottonwood, the Town of Clarkdale, and Cottonwood Water Works, Inc, 
for the Purchase and $ale of the Business Assets of Cottonwood Water 
Works, is hereby approved, and the Mayor is hereby authoriz;ed to 
execute the Agreement on behalf of the Town of Clarkdale. 

Section 2: The Town Manager is hereby authorized to negotiate and 
agree to any nonmaterial changes or corrections to the version of the 
Agreement attached hereto before presenting it to the Mayor for 
execution. 

Section 3. Because of the need to expedite the acquisition of the Town’s 
water utiliw system so that the system may be acquired before any 
dramatic rise in long-term interest rates occurs (wb,ich.could make 
acquisition of the system economidy iropracticd), and because of the 
need to expedik the arsenic r a o d  and fae flow enhancements 
described above in order to protect and preserve the public health and 
safety, an emergency is hereby declared to exist, and M s  Resolution 
&all therefore be immediately effective. 



PASSED AND ADOEPED by the Mayor and Common Council, and 

2005. 
approved by the Mayor of the e this 19* day of July, 

APPRbGED AS TO FORM: 

Robert S. Pecharich, 
Boyle, Pecharich, Cline and Whitlington 
Town Attorneys 


